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PARTICIPATION OF SMALL BUSINESS IN MILITARY 
PROCUREMENT 


MONDAY, APRIL 28, 1952 


Unrrep Srates Senate, 
SUBCOMMITTEE ON MosinizATION AND PROCUREMENT 
OF THE SELECcr COMMITTEE ON SMALL Business, 
Washington, D. ¢ 

The subcommittee met, pursuant to call, at 10:30 a. m., in room 
457, Senate Office Building, Senator Blair Moody (chairman of the 
subcommittee) presiding. 

Present: Senator Moody( chairman of the subcommittee). 

Also present: Charles M. Noone, committee counsel, and William D. 
Amis, investigator. 

Senator Moopy. The committee will come to order. This is a hear- 
ing of the Subcommittee on Mobilization and Procurement of the 
Senate Small Business Committee. Today’s hearing will be the first 
in a series relating to the participation of small business in military 
procurement. 

With the outbreak of the war in Korea in June 1950, the Senate 
Small Business Committee realized that if small business concerns 
were to endure the conversion to defense production, it would be 
necessary for them to participate in military contracts. 

On April 5, 1951, the Department of Defense announced a policy 
which was stated to be designed— 
to effectuate more positive aid to small business and thereby insure a broader 
industrial base for subsequent procurement. 

Hearings on the small-business programs of the Department of 
Defense were conducted by the Senate Small Business Committee in 
May 1951. Representatives of small concerns testified at that time 
with regard to difficulties encountered by them in attempting to obtain 
defense contracts. A report issued by the Senate Small ae 
Committee in June 1951, made several recommendation aimed a 
increasing the participation of small business in military pr jouaues. 

Our committee has continued to receive numerous complaints from 
small-business concerns with regard to military procurement pro- 
cedures and policies. In general those complaints indicate that small 
businesses are still experiencing difficulty in their attempts to obtain 
defense contracts and to participate in military procurement. 

In the fiscal year ending June 1950, small firms were awarded 20.9 
percent of the dollar volume of prime contracts let by the Department 
of Defense. It was anticipated that the implementation of its small- 
business program by the Department of Defense would increase this 
participation to a considerable extent. 








2 SMALL BUSINESS AND MILITARY PROCUREMENT 


Latest figures released by the military agencies indicate, however, 
that the participation of small firms in military contracts has de- 
creased since the outbreak of the Korean war. In January 1952 
the military agencies awarded $2,505,000,000 in prime contracts. Of 
this amount small firms were awarded only 20.7 percent, a decrease 
of 0.2 percent. 

This committee is concerned over the delay in increasing the pee. 
ticipation of small business in military procurement. We, therefore, 
arranged this series of hearings in order to explore the small-business 
programs of the military departments and to see what steps, if any, 
can be taken to increase the participation of small firms in defense 
work. 

We shall hear today from representatives of small businesses who 
have encountered difficulties in their attempts to obtain military con- 
tracts. At subsequent hearings we shall ask representatives of the 
military departments to answer specific questions related to policies 
and procedures on military procurement and to report on the progress 
of their small-business program. 

Is Mr. Lee W. Ranney, Jr., here? 

Mr. Ranney. Yes, sir. 

Senator Moopy. Will you come forward, please? 

Do you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Ranney. I do. 


TESTIMONY OF LEE W. RANNEY, JR., SECRETARY AND DIRECTOR 
OF SALES, RANNEY REFRIGERATOR CO., GREENVILLE, MICH. 


Senator Moopy. Mr. Ranney, will you give your name and address? 

Mr. Ranney. I am Lee W. Ranney, Jr., secretary and director of 
sales of Ranney Refrigerator Co. Our company was organized in 
1892 and isa family held corporation. 

Our facility was devoted to ice refrigerator manufacture until 1938. 
From 1938 until the war years we produced electrical refrigerator 
household equipment and during the war we did mostly naval ord- 
nance work. 

Senator Moopy. As a matter of fact, you were engaged 100 percent 
in war work, were you not? 

Mr. Ranney. That is correct. We received the Navy Development 
Ordnance Award for our work and accuracy with respect to the 
Bofors Cannon. 

Senator Moopy. You also manufactured antiaircraft guns, did you 
not ? 

Mr. Ranney. That is correct. 

Senator Moopy. What else? 

Mr. Ranney. Ammunition boxes, sight boxes, barrel boxes, mostly 
all of which were on subcontracts. 

Senator Moopy. How many people do you employ? 

Mr. Ranney. Normally, we have 220 production workers with an 
office of salaried and supervisory force of 65. Since the war we have 
been engaged in private label manufacture of refrigerators. Nothing 
is sold under our own name. We produce refrigerators to’ specifica- 
tions of Macy’s, May’s, City Stores, such chains as those, and mail- 
order houses, and so forth. 
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During the fiscal year ending July 31, 1951, we completed $4.2 mil- 
lion worth of business, with a profit before taxes of $77,000 and after 
taxes of $42,000, representing approximately 1-percent profit. 

Since July 31, 1951, our total business for the 8 months, refrigerators 
and everything, amounts to less than $450,000. Our loss today is 
$125,000. Our net worth now stands at $350,000 versus almost a half 
a million dollars 8 months ago. 

Senator Moopy. Will you repeat that? Your net worth is what? 

Mr. Ranney. Our net worth as of today stands at approximately 
$350,000, and it was slightly under a half million dollars as of July 
31, 1951. 

Senator Moopy. You have been making vigorous efforts to get de- 
fense contracts, have you not? 

Mr. Ranney. Yes, sir. 

During the fiscal year ending July 31, 1951, we had a cost of sales 
to obtain $4.2 million, of less than $10,000. Since January of 1951 we 
have spent $24,000 in an effort to obtain contracts. 

Senator Moopy. I presume that represents traveling back and forth 
to Washington and elsewhere? 

Mr. Ranney. Yes, sir; also the hiring of one full-time salesman and 
one part-time salesman. 

Mr. Noone. Is that since January 1951 or January 1952? 

Mr. Ranney. January 1951, for about 16 months. 

Senator Moopy. Your plant is located in Greenville, Mich. ? 

Mr. Ranney. Yes, sir. 

Senator Moopy. Greenville has how many people? 

Mr. Ranney. About 7,500 people. 

Senator Moopy. Your plant is a very important economic unit of 
the community, is it not? 

Mr. Ranney. Yes, sir. 

Senator Moopy. Will you tell us something about your difficulties in 
getting contracts in this mobilization period? 

Mr. Ranney. Yes, sir. 

First of all, we have two specific cases that show very clearly the 
problem that we are up against. Since we were designated a sur- 
plus-labor area we have had two opportunities to be helped through 
this. The first one would be under the set-aside order of advertised 
pore whereby the contracting officer, the procurement agency, 

as a right to set aside any quantities they care to and advertise the 
balance of their requirements and then offer a surplus-labor area the 
right to meet the low bid. This occurred on April the 11th. I ap- 
peared before the Chicago quartermaster and made a formal request 
that their procurement of 4,900 refrigerators be set aside, that they 
set aside at least 50 percent of that quantity for negotiation. They 
advised me in writing that they could not do this because they didn’t 
have the implementing order to carry out this program. 

Senator Moopvy. When was that? 

Mr. Ranney. That was on April 11, just. past. 

Senator Moony. I might tell you, Mr. Ranney, that as a Senator 
representing a State that has a number of distressed areas, I had 
some part in stimulating the original order that came out February 7. 
It was not until March 20 that the Munitions Board, again under spur- 
ring by this committee I believe, issued its regulations under that di- 
rective. The Army followed the following day, March 21. Now 
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you say that on April 11—that is nearly 3 weeks later—they still 
hadn’t heard about it in Chicago ? 

Mr. Ranney. They said they had no implementing instructions. I 
brought along a release that I had. a press release that we knew of 
the thing. 

Senator Moopy. What were you told? 

Mr. Ranney. We were told that they had no authority to use set- 
asides in advertised procurements. 

Senator Moony. Also, Mr. Ranney, for your information, there is 
an agreement which was published March 27 between the Small De- 
fense Plant Administration, under General Telford Taylor, with the 
Department of Defense in which it was agreed by the Department of 
Defense to use this device of set-aside to take care of this sort of an 
operation. 

You asked them to set aside a certain amount of an order that they 
were about to buy ? 

Mr. Ranney. They had already announced the procurement of 
4,900 refrigerators on a formalized bid. When we received this, we 
naturally had received the other information with regard to set-asides, 
and I phoned and made an appointment to meet with the contracting 
officer. At that time I made my formal request, asking that they 
withhold a certain percent of the 4,900-refrigerator procurement for 
negotiations with distressed-labor areas. 

Senator Moony. Who was that procurement officer ? 

Mr. Ranney. Maj. Jack Goodman. 

Senator Moopy. What is his position in Chicago? 

Mr. Ranney. He is the contracting officer who buys refrigerators, 
all refrigeration equipment that is purchased by the Chicago Quar- 
termaster Corps 

Senator Moopy. What reason did he give you for refusing your ap- 
plication ? 

Mr. Ranney. He says: 

This office has as yet received no implementing instructions concerning any 
deviation from our directed policy of formal advertising as concerns surplus- 
labor areas. 

Mr. Noone. What was the date of that letter? 

Mr. Ranney. April 11. 

Mr. Noonr. What was the date of the original advertising? 

Mr. Ranney. April 5. 

I attempted to contact him sooner, but he was out of town. That 
was why I didn’t get to see him until the 11th day of April. 

Senator Moony. By April 5, if this had not been ensnarled in red 
tape, he should have had plenty of time to hear about this thing and 
implement the order. 

Mr. Ranney. Yes, sir. 

The only thing is that he had heard about the order. I do not 
mean to make you think he didn’t know about the order. He never 
stated that. . 

Senator Moopy. Did he admit that he did know about the order? 

Mr. Ranney. Yes,sir. He said he knew about it. He heard about 
it. 

Senator Moopy. He knew this was the policy of the Department of 
Defense ? 
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Mr. Ranney. Let me say that he merely knew there was a press 
release that set-asides would be considered in advertised bidding. 

Senator Moopy. Did you show him the press release ? 

Mr. Ranney. I left that with him. 

Senator Moopy. He read that in your presence? 

Mr. Ranney. Yes, sir. 

Senator Moony. This was an official press release of the Depart- 
ment of Defense? 

Mr. Ranney. Yes. sir. 

Senator Moopy. Did he know about this order before you showed 
him the press release ? 

Mr. Ranney. I don’t know. 

Senator Moopy. Did his conversation indicate to you that this was 
a new thing to him or had he heard about it before ? 

Mr. Ranney. He made two telephone calls within the Department 
asking if there was anything new on the order No. 4, or directive No. 
4,and that was all. He asked me if I would leave it with him, which 
I did. 

Senator Moopy. You mean in your presence he made two telephone 
calls? 

Mr. Ranney. Yes, sir. 

Senator Moopy. Whom did he call, do you know? 

Mr. Ranney. No,sir. I don’t. 

Senator Moopy. Did he call Washington or did he call his superior 
in Chicago? 

Mr. Ranney. It was his superior in Chicago. 

Senator Moopy. This is precisely the sort of thing that must be 
frustrating to businessmen, Mr. Ranney. I don’t blame you for 
making a complaint to this committee. There is no question at all 
that the policy of Mr. Wilson, as Mobilization Director, on which he 
obtained agreement from the Department of Defense in February, was 
clearly to take care of a situation of just the sort you are mentioning. 
There is no question about the intent of the policy makers on this 
thing and here it is nearly 3 months later, and they haven’t heard about 
it at the actual implementation level. We are going to have them up 
here and find out why they haven't heard about it, I promise you. 

What was the other case that you mentioned ? 

Mr. Ranney. This occurred last Thursday. It was with regard to 
a purchase by Ordnance of 2.2 million 30-caliber ammunition boxes, 
on which we submitted our bid to the Detroit Ordnance District, based 
on 2.2 million, on the manufacture of that many ammunition boxes. 

At 11:30 last Thursday, April 21, the chief negotiator, Detroit 
Ordnance District, called us and asked if we wanted under directive 
No. 4, to meet the tow bid, to equal the low bidder on this item, and he 
said the following 

Senator Moopy. So in Detroit they had heard about it. 

Mr. Ranney. Yes, sir. 

Senator Moopy. That is encouraging. 

Mr. Ranney. He said the following would be the conditions, which, 
however, made it not quite as desirable. 

No. 1 was that we were to cut our bid from 2.2 million to 750,000. 

No. 2 was that this reduction in quantity we were to equal a low price 
of $1.085. 

Senator Moovy. How much had your bid been ? 
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Mr. Ranney. Our bid was $1.18, 814 cents higher. He asked that 
deliveries start not later than the 15th day of July, which, since it was 
already the 24th day of April and we certainly wouldn’t be awarded a 
contract the next day, gave us less than 90 days to get into production. 

Senator Moony. How long would it normally take you to get into 
production ? 

Mr. Ranney. Our original proposal stated 90 days. We would be 
in production in 90 days. He said that there would be no escalator 
clause with regard to steel and naturally we were faced with a steel 
increase or we felt we were, and that the entire contract 

Senator Moopy. You mean a steel-price increase ? 

Mr. Ranney. Yes. We felt we would have to pay an increased price 
and our bid was based on steel at the price in January when the 
original proposal came out. They also provided that the entire con- 
tract would have to be privately financed without any aid from the 
Government and that they must know at 3 o’clock that afternoon 
what our decision was. 

It made it very difficult since it took us about 3 weeks to get quota- 
tions in, and all of our quotations were based on 2.2 million, whether 
it was the gasket or the hardware, and everything else needed for 
that item. We wouldn’t have time to pick up the phone and call all 
of our suppliers and say, “Now we want a quotation by 2:30 this 
afternoon on 750,000.” 

Senator Moopy. How many suppliers did you have? 

Mr. Ranney. There were approximately three major suppliers that 
we would have to know without taking a figure out of the air, who 
would have to give us a firm quotation before we could stick our necks 
out on it. 

Senator Moopy. Who was the officer in Detroit who called you on 
that? 

Mr. Ranney. Mr. Paul Houston. 

Senator Moopy. Did you protest the demand for an immediate 
answer? 

Mr. Ranney. Yes, sir. I said that it made it very difficult for us 
to give any intelligent answer when they cut our quantity by almost 
70 percent and then gave us only 4 hours. He said he had a lot of 
calls to make. 

Senator Moopy. This was 11: 30 in the morning? 

Mr. Ranney. 11:30 in the morning. 

Senator Moopy. So he gave you 314 hours ? 

Mr. Ranney. He said he had to call all of the surplus-labor-area 
bidders in accordance with the way they finished between then and 
Sunday—that was between then and last Sunday, the 27th. 

Senator Moopy. So he had to get an answer from you? 

Mr. Ranney. Then he had to go to the next area in the surplus- 
labor areas because Michigan is so full of surplus-labor areas. 

Senator Moopy. What answer did you give him? 

Mr. Ranney. I told him that since tooling and plant rearrangement 
amounted to $96,000 and the direct costs—direct labor and parts pur- 
chases, material and overhead amounted to 125 percent, representing 
$1.01, we could only hope to recover on the entire contract $60,000 
and would have to make a capital outlay of $96,000. For that rea- 
son we weren’t interested. 








SMALL BUSINESS AND MILITARY PROCUREMENT 7 


Senator Moony. If they had given you the entire contract, of course, 
then you could have spread this $96,000 over it all. 

Mr. Ranney. Over 2.2 million rather than 750,000. 

Senator Moopy. Who was the low bidder? Do you know? 

Mr. Ranney. They wouldn’t tell us. 

Senator Moopy. And your feeling about this particular conversa- 
tion was that they were unreasonable in (1) not giving you an esca- 
lator clause on steel and, (2) not giving you a ‘chance to find out 
whether you could actually afford to take this / 

Mr. Ranney. No. 3, cutting the quantity. 

I feel on an original proposal after you have gone to the expense 
and the time of costing it, they should not deviate from those quanti- 
ties when they come back to you as a surplus-labor area and let you 
meet the price on the quantity that you have all your cost figures on. 

Senator Moopy. Did you discuss that angle with him ¢ 

Mr. Ranney. No. I merely told him that it made it impossible for 
us to give an intelligent quotation when they cut the quantities to 
750. 000. 

Senator Moopy. Did he explain why they had cut it? Did he say 
they were reserving part of the contract for the low bidder, or did he 
explain why ¢ 

Mr. Ranney. No, sir. 

Senator Moopy. He simply said, “Here is the story” 

Mr. Ranney. He said under this Manpower Directive No. 4 he was 
giving us the opportunity of meeting the low bid. 

Senator Moopy. Are you bidding on any other contracts? 

Mr. Ranney. Yes, sir. 

Senator Moopy. What are they ! 

Mr. Ranney. We have a bid involving the Navy Ordnance; they 

called us down for an appointment tomorrow on the rocket container 
for the 2.25 skyrocket. 

Senator Moopy. Did they call you down to bid on it? 

Mr. Ranney. They called us down to go over our ability to produce 
it and how we propose to finance it. 

Senator Moopy. Do you have hopes of getting that on a negotiated 
basis? 

Mr. Ranney. It is on an advertised basis. 

Senator Moopy. So at this point you are merely qualifying as an 
acceptable bidder with the Navy; is that right? 

Mr. Ranney. Yes, sir. 

Senator Moopy. After you qualify you will then be in the position 
of bidding along with other companies? 

Mr. Ranney. Yes, sir. 

Senator Moopy. When did you submit this bid on the ammunition 
boxes? 

Mr. Ranney. I am going to have to qualify it. I believe it was 
January 15, 1952. 

Senator Moony. And they did give you an opportunity to meet the 
low bid, but not in a way you felt you could accept ? 

Mr. Ranney. That is right. 

Senator Moopy. I am curious about the date, because we have had 
complaints to the general effect that only contracts offered after March 
have been recognized under Manpower Directive 4. I am glad to see 
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that at least they did recognize a contract on which the bids had been 
submitted at an earlier date. 

Mr. Ranney. I believe, Senator, that they are defeating their own 
purpose if they give you a chance to meet the low bid but cut the 
quantity every time, over the original proposal. 

Senator Moopy. I think that is an accepted business axiom, that a 
bid is based on a certain quantity of material, and you are quite right 
about that. 

Mr. Ranney. We would also like to know whether the bid of $1.085, 
which they claim was low, was based on 2.2 million or based on the 
quantity that they asked us to meet. 

Senator Moopy. We will find out for you and for our own informa- 
tion. We hope to be able to influence the department in a more help- 
ful direction. 

I would like to ask you a couple of general questions on the procure- 
ment picture. 

What sort of experience have you had in obtaining bid lists? Satis- 
factory experience ? 

Mr. Ranney. We have, generally. It has been satisfactory, gen- 
erally. We have been overlooked several times, but I believe it was 
a human error. 

Senator Moony. Have you had any difficulty in determining what 
items are about to be purchased by the military ? 

Mr. Ranney. The only way that we can tell what items they are 
going to purchase is through the Department of Commerce bulletin 
and the Government Advertiser that we subscribe to. 

Senator Moopy. You have felt that system has been satisfactory ? 

Mr. Ranney. It makes you a little late if they happen not to mail 
you a bid or proposal. It cuts down your time to cost the bid, because 
usually it is a week after you get the publication. Then you have to 
write in and get the proposals and prints. 

Senator Moopy. How long a period do you usually have? 

Mr. Ranney. Usually I would say 30 days. If you received the pro- 
posals originally, you would have 30 days. 

Senator Moopy. When you write in, do they return it promptly ¢ 

Mr. ~peatg Yes, sir. 

Mr. Nooxr. Do you get the data necessary to prepare your bid ? 

Mr. Ranney. Quite often we have to write back for the engineering 
prints, and time is consumed that way. 

Senator Moopy. Do you have adequate opportunity to discuss the 
problems of bidding with the re presentatives of the purchase agencies ? 

Mr. Ranney. Yes, sir. 

Senator Moopy. Are the drawings and specifications that you re- 
ceive adequate ? 

Mr. Ranney. Yes, sir. 

Senator Moopy. Is the time vou have to cost the bids sufficient ? 

Mr. Ranney. In most instances, yes. 

Senator Moony. Sometimes the specifications will require a certain 
part by brand name, described as such, and then the additional phrase 
“or equal”? 

Mr. Ranney. Yes, sir. 

Senator Moopy. Does that cause you any difficulty in bidding or is 
that all right from your standpoint ? 
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Mr. Ranney. It is all right. However, it gives you a tip-off that 
they are probably tooled up in better shape than you are for the Item. 

Mr. Noone. Do you have any difficulty in getting specifications and 
drawings in an invitation such as that ¢ 

Mr. Ranney. Nothing too serious. I would like to bring out one 
point along with this directive No. 4, that I think the armed services 
are going to have to guard against, and that is that items that were 
formerly negotiated and therefore would qualify under the directive 
to be negotiated with surplus labor areas, should not be put on ad- 
vertised procurement just because it makes it easier. We know of a 
definite item that is being purchased by the Armed Services Medical 
Procurement Agency in Brooklyn, which has always been negotiated 
before, and we are one company that can build one of the two items 
for them. They have indicated that maybe this time it is going to be 
advertised because there are so many ramifications of negotiated bids. 
I think they will be defeating the purpose of directive No. 4 if they 
put their negotiated bids with negotiated histories all on formal ad- 
vertised bases. 

Senator Moovy. What item is that? 

Mr. Ranney. It is a blood-shipping container. However, I wish 
to make record of the fact that they haven’t stated definitely that it 
wasn’t going to be negotiated. 

Mr. Noonr. Why would that give you difficulty, Mr. Ramney, if 
they switched from negotiated to advertised procurement ? 

Mr. Ranney. If it was an advertised procurement, the specifica- 
tions of that blood-shipping container are such that you have to buy 
a big cardboard barrel here in the East. It may be located in the East 
because of the shipping. It doesn’t weigh anything. It is just a card- 
board barrel. They would have a very definite advantage over us, 
anyone located around New York, because the carton is made in the 
East. They would ship it into that plant and assemble it and ship it 
into Brooklyn. They could naturally do it much cheaper than any 
of the concerns in the Michigan surplus labor areas. 

Senator Moopy. What difference does it make whether it is done on 
a negotiated or advertised bid, though? Do they require that they 
buy that particular 

Mr. Ranney. I see what you mean. Only that we found that when 
it is strictly an advertised bid, quite often people go in and estab- 
lish a very low price when maybe they really aren’t qualified to build 
that item. Maybe they can or cannot build the item at that price. 
We found that in a negotiated bid the procurement agency tends to 
keep out the fellow who isn’t qualified. They look you over pretty 
carefully. 

Senator Moopy. That is one of the responsibilities of the procure- 
ment people # 

Mr. Ranney. Yes, sir. 

Senator Moopy. Problems arising within the scope of Public Law 
921 should be further studied. This act was passed by the Congress 
for the purpose of protecting businessmen who were caught in a 
squeeze through no fault of their own, where they were faced with 
the threat of bankruptcy because of the rise in prices after the Korean 
invasion. 

The other side of this thing is that the people administering 921, 
of course, cannot afford relief under that law if someone has merely 
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submitted a very low bid to get the business, which would effec ‘tively 
block out other bidders, and then come in for relief afterward. On 
the other hand, the other side of that one, in turn, is that they haven’t 
gone far enough in recognizing some actual hardship cases which were 
contemplated under the law. 

Where you bid and have not received an award, have you been able 
to determine why your proposal was rejected ? 

Mr. Ranney. Y es, I believe in almost every instance. 

Senator Moopy. Have you encountered any other difficulty relat- 
ing to procedures and policies in military procurement ? 

Mr. Ranney. Nothing. 

Senator Moopy. That j is a general question merely intended to give 
you an opportunity to say anything else you may want to say about it. 

Mr. Ranney. I believe one of the main criticisms we have is that 
when they consider a procurement, their sights are set very, very low 
dollarwise on contracts to you as a small business. In other words, 
the small-business agencies of the various procurement branches think 
small business should have contracts maybe under $200,000, but when 
it gets up to a million or $2 million contracts, they are quite reluctant, I 
believe, to let a small business qualify as being able to produce under 
that contract. 

We have an overhead and burden of $44,000 per month and there- 
fore we cannot function on a small contract. 

Senator Moopy. Well, you are a comparatively small business. 
Nevertheless, in order to absorb your overhead, you have to have a sub- 
stantial contract ? 

Mr. Ranney. Yes, we do; that is correct. 

Senator Moopy. You say there is a tendency not to consider 
you in terms of a substantial contract ? 

Mr. Ranney. I think they are reluctant to consider any of the 
small businesses on large million and $2 million contracts. 

Senator Moopy. That is precisely the sort of point we are trying 
to get at here. Can you give us any particular area or any particular 
offices? I am not trying to have you embarrass yourself personally 
with anybody, but if you would let us know where this general trend 
exists, that is the only way we can do anything about it. 

Mr. Ranney. It is pretty tough to put your finger on it. You have 
that feeling, but 

Senator Moopy. You feel they would rather give the substantial 
contracts to big business ? 

Mr. Ranney. Yes, sir. 

Senator Moopy. Even though you did perform satisfactor@y during 
the Second World War? 

Mr. Ranney. Yes, sir. 

Senator Moopy. What size contract did you handle during the 
Second World War? 

Mr. Ranney. We averaged about $1.4 million during the Second 
World War. 

Senator Moony. So you did have substantial contracts during the 
Second World War? 

Mr. Ranney. But they were all subcontracts. That is the trouble. 

Mr. Noone. You had no direct prime contracts from the Govern- 
ment ? 

Mr. Ranney. Not that amounted to any dollar volume. 
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Senator Moopy. Do you have any prime contracts for the Govern- 
ment now at all? 

Mr. Ranney. We just completed one for the Chicago Quartermaster 
for 1,482 refr igerator 3. 

Senator Moopy. You had that? 

Mr. Ranney. We just completed it. That is the only one we had. 

Senator Moopy. When was it completed ¢ 

Mr. Ranney. On about the 11th of April. 

Senator Moopy. How did this relate to the other contracts for 
refrigerators? Was there any relationship ¢ 

Mr. Ranney. There was no relationship. The next procurement 
was a different contract entirely. 

Senator Moopy. What is the dollar volume of this contract you 
just completed ¢ 

Mr. Ranney. One hundred and seventy-one thousand dollars. 

Senator Moopy. Did you complete that under Manpower Directive 
No. 4? 

Mr. Ranney. No. 

Senator Moopy. That was a bid? 

Mr. Ranney. That was an advertised bid in which we bid in the 
normal manner and we were low bidder. 

Senator Moopy. So you were able to get a contract as the low bidder ? 

Mr. Ranney. Yes, sir. 

Senator Moopy. But when it came to the application of Manpower 
Directive No. 4, it didn’t work ¢ 

Mr. Ranney. On the next procurement, which was a much larger 
procurement, we feel that the Big Four in the refrigerator industry 
will walk in with stock, a stock bid or an inventory bid, on 4,900, and 
we just feel we could never equal them. ‘That is our feeling. We 
have no proof of it. That is why we requested a set-aside, so that the 
quantity would be smaller and therefore, anyone with a tax position 
couldn’t write down his large quantity of inventory of refrigerators 
to that extent, and we would have the opportunity of meeting that low 
bid, because we do feel that we could tell, in 5 minutes, whether we 
could come out on a refrigerator, because it is a standard item. 

Senator Moovy. But so far they have not been willing to make that 
set-aside ¢ 

Mr. Ranney. No, sir. 

Senator Moopy. Has that decision 

Mr. Ranney. I don’t want to leave the impression that the Chicago 
Quartermaster hasn’t done anything to cooperate under Directive No. 
4 other than this one instance that Lam pointing out. Iam not saying 
their over-all policy isn’t in accordance with this directive, because 
I don’t know. 

Senator Moopy. Have you any instances where they have coop- 
erated with you under Manpower No. 44 

Mr. Ranney. No: this is the only opportunity we have had under 
that No. 4 directive. 

Senator Moopy. And when you talked with Major Goodman, he 
indicated that he had no instructions to comply with Manpower No. 
4: is that right? 

Mr. Ranney. With set-asides only of Manpower No. 4, the set-asides 
provision. 
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Senator Moopy. Did he say that he was complying with the other 
provisions of Manpower No. 4? Did he discuss that with you? 

Mr. Ranney. No. 

Senator Moopy. Has this contract not been completed or is it still 
pending ? 

Mr. Ranney. It is to be opened May 5. 

Senator Moovy. In other words, the bids have been taken ? 

Mr. Ranney. The bids have been sent out. I requested that they 
send an addendum to the bid withdrawing half of them or however 
many they wanted to set aside and let us bid on those. 

Senator Moopy. And this has been refused ? 

Mr. Ranney. Yes. 

Senator Moopy. Thank you, Mr. Ranney. 

You may be interested to know that we are going to have people from 
the Procurement Agency here tomorrow to answer some of the = 
tions that are raised today. So if you would like to stay and he: 
the testimony tomorrow, you may be interested in what they say. 

Mr. Ranney. Thank you. 

Senator Moopy. Is Mr. John T. Dunne here ? 

Mr. Dunne. Yes, sit 


TESTIMONY OF JOHN T. DUNNE, SECRETARY-TREASURER, 
TELEMARK, INC., STAMFORD, CONN. 


Senator Moopy. Mr. Dunne, do you solemnly swear in the testimony 
before this committee you will tell the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Dunne. I do. 

Senator Moopy. Will you give your name and business, please ? 

Mr. Dunne. My name is John T. Dunne. 

Senator Moopy. What is your company ? 

Mr. Dunne. Telemark, Inc. 

Senator Moopy. What do you manufacture? 

Mr. Dunne. We are an electronic research and development engi- 
neering firm. 

Senator Moopy. What do you manufacture? 

Mr. Dunne. Mostly radar search receiver equipment and minia- 
ture radios, guided missiles, and such. Some of our projects are re- 
stricted. 

Our company started in business in April 1947, at which time we 
took over an Air Force contract that had been abandoned by a large 
manufacturer in Connecticut. The Air Force wanted those equip- 
ments pretty badly. Our company was incorporated prior to this 
and then negotiated this contract with the Air Force. We produced 
those equipments for the Air Force within the money that had been 
originally allotted for that procurement. 

Senator Moopy. The other company had abandoned it because they 

said they could not produce it for that price; is that right? 

Mr. Dunne. They went out of business. 

Senator Moopy. Your company was formed at that time? 

Mr. Dunne. Prior to that—just prior to that. 

Senator Moopy. Did the people in your company have any rela- 
tion to the other company ¢ 
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Mr. Dunne. Yes. Two of the officers at that time had been related 
to the large contractor. 

Senator Moopy. What was the large contractor’s name? 

Mr. Dunne. It was McGuire Industries. 

Senator Moopvy. Who were the officers of that company who came 
to your company ¢ 

Mr. Dunne. One was N. R. Hacker and the other was D. M. Froth- 
ingham. 

Senator Moony. They were competent in this field, I take it? 

Mr. Dunne. Yes. They were both engineers. They had been re- 
leased some time before we started negotiating this procurement. We 
completed that contract to the satisfaction of the Air Force and it 
led on to further developments of a research and development nature. 

We have had two contracts on which we are the only source, we 
believe, in the United States, making that particular equipment. One 
is completed and one is about to be completed at the present time. I 
am just relating a little history of the company here to bring us up 
to why I am here today. 

I don’t know exactly when it was. It was probably about a year 
and a half ago or so, or maybe 2 years, that we started negotiations 
with the Navy and have had a very satisfactory experience, valso on a 
research and development basis. We haven’t had any production pro- 
curements with the Navy; however, we have had those with the Air 
Force and we are equipped for production as well as research and 
development. We are a very small company employing 55 — 
To bring the case up to date, back in November, November 13, we 
received— 

Senator Moony. 1951? 

Mr. Dunne. 1951—we received a letter dated November 13, 1951. It 
was an Official Navy letter No. 1277603, request for proposal on the 
procurement of radar equipments. 

The quote was asked to be returned in quantities of 100 to 200, 200 
to 400, and 400 to 600. It took a great deal of work to put out this 
thing. It wasa negotiation, a negotiated basis, not an advertised basis. 

As far as I know, there were only three contractors in on the 
negotiations, one being a large contractor in New York City, in the 
New York City area. The original closing date for the contract was 
December 10, 1951; however, that had been extended, although not by 
our request. 

It was extended to December 20, 1951, at which time I personally 
brought the proposal to Washington. I presented it to the proper 
people. I asked if we could stay around for the opening. However, 
it was decided that it was late in the day, which was understandable, 
and that the bids would not be opened that day. We returned to 
Stamford, Conn., and early in January unofficially we were led to 
believe that we were low bidder on the contract. 

Senator Moopy. You say you were led to believe? 

Mr. Dunne. When I say unofficially, we didn’t receive a letter, but 
we did come down to Washington and talked to the production people 
as to what their requirements would be. We had no definite quantities. 
We were told at that time that an inventory had to be taken as to 
exactly what their requirements would be. 

Mr. Noone. What Navy bureau was this? 

99841—52—No. 5——2 
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Mr. Dunne. Bureau of Aeronautics. These are re ea equip- 
ment, of which they have to keep a supply on hand. Again under- 
standably, they had to find out exactly how many were in the field, et 
cetera, before they could put out a procurement for their immediate 
requir ements. 

Senator Moopy. But you say you were led to believe that you were 
the low bidder? Did they tell you that you were the low bidder ? 

Mr. Dunne. We contacted people in the Bureau and asked if they 

wanted to talk about their procurement any further. We came down 
and talked to those people. 

Senator Moopy. Did they tell you that you were low bidder? 

Mr. Dunne. Maybe not in that many words. You don’t get that 
kind of a statement in most cases where you are still negotiating. 
But we were talked to about our ability to perform on this contract and 
some time early in February the INM office in Bridgeport, Conn., call- 
ed us and asked us if we could plan a procurement on this partic- 
ular equipment in quarterly periods under the mobilization program 
up through 1954. They wouldn’t be asking us that question, we as- 
sumed, if we were not going to be the ultimate producer on these 
equipments. 

We said that we could do that, but we would be reluctant to set aside 
any space on a commitment basis until we had something definite to 

0 on. 

Senator Moopy. Unless you had a contract? 

Mr. Dunne. But we were planning space and personnel for this 
procurement. 

Senator Moopy. You said a while ago that your experience with 
the Navy had been satisfactory. 

Mr. Dunne. Yes, very satisfactory. 

Senator Moopy. But you were not satisfied with the handling of 
this particular eed is that correct ? 

Mr. Dunne. Well, 1 didn’t get up to the point yet. The point 
brings me up to DMP No. 4, the effect that that has on this particular 
procurement. 

Senator Moopy. All right; let’s hear about it. 

Mr. Dunne. On March 24, we were invited to Washington for a 
contract negotiation on this procurement. At that time it was known 
that there would be 408 equipments in this contract. We talked 
about the type of contract, an incentive, fixed-price contract, with a 
target price and a maximum ceiling and a percentage of profit. 

The negotiators went along very well with us in the negotiations. 
There were two people negotiating for the Government, an officer and 
a civilian. They were from the Bureau of Aeronautics Contract 
Negotiations. 

As will happen quite often, we were asked to bring back further 
information, such as evidence of how we obtained prices on com- 
ponent parts, preferably 25 percent of the representative list of parts, 
which we did. 

Also we were asked to explain certain items in our schedules of cost, 
which we did satisfactorily. 

However, to get that information together, I had to return to 
Stamford and come back for another meeting, which was to be the 
final negotiations, on April 1. 
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On April 1 we were informed of Defense Manpower Policy No. 4 
and its direetives, or whatever they are, that are written in interpre- 
tation of that policy and how it would affect us on this contract. We 
were told that our price would be offered to the large manufacturer 
in New York City, because he was in a distressed area. 

Senator Moopy. That, in effec t, meant that they were telling you 
that you were the low bidder in the contract. 

Mr. Dunne. Yes, we knew that on March 24. 

Senator Moopy. I thought they had not told you precisely. 

Mr. Dunne. We knew that on March 24. If there were no fur- 
ther questions on March 24, we could have closed the negotiations 
right then and there. We could have closed it at any time if the Navy 
had had knowledge of their exact requirements. They had to take 
that inventory. ‘That took time. That brought it up to March 24. 
On April 1 we were told of the Defense Manpower Policy No. 4 and 
that the large contractor in New York would be offered our price and, 
if he agreed to produce these equipments at that price, he would be 
given the contract under the interpretation of DMP No. 4 

After coming this far with this procurement and spending a great 
deal of money in going back and forth and preparing figures. and 
looking into this—it was a very difficult job to start with beca 1use there 
were no blueprints available to the contractors—we had to visit Jones- 
ville, Pa., to examine existing equipment. The previous equipment was 
made by Western Electric during the Second World War and a lot 
of the parts in there were manufactured by them. In some instances 
we had to guess what was underneath a tin box, for instance. There 
was no bill of materials, but there was a handbook and we had to 
build up a case and be pretty cautious because it is a risk venture. 

Senator Moopy. In this pioneering, partly experimental field, vou 
had to go into considerable difficulty with considerable care in sub- 
mitting your bid. I take it you mean it is a more difficult bid to 
submit than an ordinary bid. 

Mr. Dunne. It is. The old equipment is being reengineered to 
present standards. It takes it out of the category of a straight produc- 
tion contract. There is front engineering and production of 408 
equipments after the engineered model is approved by the Navy. 

Senator Moopy. Under Manpower 4 you were told that the other 
company would be given an opportunity to meet your bid. What 
company was that? 

Mr. Dunne. Emerson Radio & Phonograph. 

Senator Moopy. Did they meet your bid ¢ 

Mr. Dunne. Yes. On April 2 I presented the Navy with a final 
letter of proposal. They told me then that they would give this 
contract to Emerson Radio & Phonograph. They had given them 5 
to 10 days to come in with an answer. However, there had to be 
some more reviewing, I guess, of the letter that had to go out. So that, 
too, was extended, but on April 14, which was the next deadline set 
for Emerson Radio, they did accept that price. I found that out by 

calling the Navy Department myself in Washington approximately 

at 2:15 or 2:20. The deadline was at 2 o’clock, April 14. I was 
told that Emerson Radio & Phonograph had agreed to meet our 
price. 

Senator Moopy. Is Emerson Radio going to do that work in the dis- 
tressed area? 








16 SMALL BUSINESS AND MILITARY PROCUREMENT 


Mr. Dunne. All they have to do is guarantee they do a portion of 
it in that area, I believe 60 percent of that contract in the distressed 
area. I believe that is the figure. I am not sure. Naturally, that 
was quite a shock because here we were on a negotiated basis and our 
price was being given out to someone and they were asked if they 
wanted to meet it. 

Emerson Radio is a big corporation. They can take tax losses that 
we cannot. 

In our original dealings with the Government, on two contracts we 
took two severe losses, for a small company. We took a loss on a 
research and development contract that we believed would run into a 
production procurement ; however, it didn’t. We took our loss in good 
faith. It was a $25,000 loss. We made no complaint. That was a 
risk. We knew that. We knew we were ts aking the risk. 

Senator Moopy. How did that $25,000 loss compare with your profit 
for the year ? 

Mr. Dunne. There just wasn’t any profit. 

Senator Moopy. That wiped out your profit ? 

Mr. Dunne. That is right. 

Senator Moopy. Do you have reason to believe that a substantial 
portion of this contract which went to Emerson Radio will be carried 
out outside of the distressed area of New York City? 

Mr. Dunne. I don’t know that it has gone to Emerson Radio yet. 
I haven't had notification that it has gone to them officially or to any- 
one else. 

Senator Moopy. Does Emerson Radio have plants elsewhere than 
in New York. 

Mr. Dunne. Yes, they do. I have from pretty good sources that at 

the present time Emerson Radio has about $40 million in Government 
contracts. 

Senator ang $40 million in Government contracts ? 

Mr. Dunne. That is right. 

Senator ier pY. Do you know how many people they employ ? 

Mr. Dunne. I believe it is about 2,500. 

Senator Moopy. 2,500. Do you know whether their employment 
is down under their normal employment ? 

Mr. Dunne. I couldn’t say that. I wouldn’t know. 

Mr. Noone. Do you know what the situation is in the electronics 
field in the New York area ? 

Mr. Dunne. As far as I know the electronics field in New York, in 
the New York area, is pretty well loaded with contracts. I get that 
from different sources, from people talking to other contractors in the 
New York area. There is difficulty in getting work put out in this 
particular field and the difficulty of eetting skilled personnel to handle 
their overhead. It seems to be a general “condition in the electronics 
industry. 

Mr. Noone. In other words, there is a labor surplus in the New York 
area, but it is = very intensive in the electronics field ? 

Mr. Dunne. I don’t believe it has any effect on the electronics field. 
None at all, I would say. Just looking at the New York papers any 
day you will find two to three pages, on some occasions, of classified 
ads looking for any kind of technical personnel that could fit into the 
electronics industry. We ourselves have advertised for help in 14 
Westchester County papers on three or four occasions for a period 
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of from three to five days running and have never received one appli- 
cant from that source. I understand that all nine counties in New 
York have been put on a distressed area basis. 

Mr. Noonr. Have you advertised in the large metropolitan papers 
in New York City? 

Mr. Dunne. Yes. We have advertised in the New York Times and 
the Herald Tribune. 

Mr. Noone. And you have had no response ? 

Mr. Dunne. We have had requests in with three or four technical 
agencies in New York for engineers and you cannot get them. 

Mr. Noone. Do you have any knowledge indicating how much 
of this contract was actually going to be performed in New York by 
Emerson ¢ 

Mr. Dunne. I don’t know. I have no way of knowing what their 
plans are. All I do know is they have to guarantee a certain portion 
of it to be performed in the distressed area. 

Asa small electronics contractor, we are badly affected because from 
the moment we felt that we had this contract we refused actually to 
negotiate other business because we cannot afford an overload. An 
overload would result in our nondelivery to two agencies. 

Mr. Noone. In other words, you have been getting your plant ready 
to perform this contract ? 

Mr. Dunne. That is right. 

Mr. Noonr. What is the present status of that contract? Have 
you protested to the Bureau of Aeronautics ? 

Mr. Dunne. Yes, I have. I don’t know what the official status of it 
is at the moment. However, last week I was told that the PD itself 
was being held up until this situation had been resolved. I don’t 
know by whom, but it is probably still in that status. I don’t have 
time to check it, at least I didn’t have today. 

Senator Moopy. Did your company have any other contracts pend- 
ing other than those you mentioned ? 

Mr. Dunne. We have three Navy Research and Development con- 
tracts. Two were Bureau of Aeronautics and one was with the Bureau 
of Ships. One contract is a sole source Research and Development 
contract. 

Again, I believe we are the only people working on this prince —_ 
because We ourselves proposed this type of equipment to the Navy 
to relieve a problem that they were having. They looked on it satis- 
factorily. Since then we have been given two added scopes to that 
contract. It has been raised from phase 1 now to phase 3, and they 
are talking about phase 4. That is being engineered in our laboratory, 
and I think we are the only people working on that. 

Senator Moopy. What will be the effect on your company if you lose 
this contract, which you have been negotiating ? 

Mr. Dunne. If we lose this contract, we will have to lay off all our 
production personnel and that in turn will have an effect on our tech- 
nical staff, because I, myself, have a very strong feeling that the people 
in our engineering laboratory will go seeking more stable employment. 
I know I would under those circumstances. We will have to cut back 
severely. Ultimately I think it will be the ruin of the company, and 
that wouldn’t be too far off. 

Senator Moopy. Would that not be a disadvantage to the Navy to 
lose a supplier of that type? 
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Mr. Dunne. I think it would. I think we have a favorable facil- 
ity survey in atthe Navy. We have had facility surveys with the Air 
Force and the Navy, and I have no reason to believe that there has 
been anything detrimental in that. They certainly would lose on 
this one contract that they have put in maybe $60,000 and then have it 
abandoned by us because they would have to start off from scratch 
again on the same principle. 

We have no complaint about the basic Manpower Policy No.1. We 
realize that policy was written in the public interest. 

Senator Moopy. That is right. There is no doubt about it. 

Mr. Dunne. But we do have a complaint of this nature. We feel 
that maybe these directives could be written so they would affect indi- 
vidual industries rather than an over-all area. After all, you cannot 
put an electronic research and development contract in a shoe manu- 
facturing town. 

Senator Moopy. As I understand it, what you are saying is, while 
there is a surplus of labor in New York City, there is not a surplus of 
electronic engineers in New York City. 

Mr. Dunne. That is right. 

Senator Moopy. So that the Emerson Radio Co. would not be em- 
ploying any additional people. That is a very interesting and im- 
portant phase of this picture. 

Mr. Dunne. I doubt if they could get them. I doubt that very 
strongly, that they could get them. 

Senator Moopy. You have been advertising for people and you 
haven’t been able to get them in this distressed area ? 

Mr. Dunne. Thatisright. We have advertised in the Times and in 
the Tribune and in these Westchester papers that I have mentioned 
and also we have had requests in with agencies. I have requested 
through the USES in Connecticut that they send us any electronic 
engineers who may show up there. 

Senator Moopy. So what you are saying is that in this case Man- 
power Directive No. 4 couldn’t possibly employ anybody because the 
people to be employed aren’t there in New York; is that right? 

Mr. Dunne. That is right. It wouldn’t depreciate your employ- 
ment pool in any way that I could see. 

Another point: It gives big business, which is spread out through- 
out the country, the advantage to put a proposal in from a plant that 
they may have in a distressed area and take it away from a small con- 
tractor, such as ourselves, who is not in a distressed area. I believe 
that that will lead to multiple distressed areas because, if that happens 
several times in a community such as Stanford, pretty soon Stam- 
ford itself is going to be a distressed area. 

Senator Moopy. Do you have any reason to believe that Emerson 
intends to spread this contract to other plants other than in New 
York? 

Mr. Dunne. No; I have no way of knowing. 

Senator Moopy. You merely point out that it might be done? 

Mr. Dunne. That could be. I have been told that they have to 
guarantee a proportion of this contract to be performed in the dis- 
tressed area. I believe it is 60 percent. I wouldn’t know what their 
control is over the other 40 percent. They could put it in their Jersey 
City plant or in Philadelphia. I don’t know. I do know if we get 
the contract, it will be a hundred percent employed in Stamford out- 
side of our purchase of components. We have even made an arrange- 
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ment with a subcontractor on the machining and fabricating of the 
small machine parts in this set. 

Senator Moopy. You say there are no electronic engineers avail- 
able in Stamford ? 

Mr. Dunner. As individuals, none to my knowledge. 

Senator Moony. Neither are there any available in New York. Is 
that your point? 

Mr. Dunne. That is precisely right. If they are, they can move 
around and make connections very quickly without even looking at 
the newspapers, because they are in such demand. 

Senator Moopy. We are going to take this matter up tomorrow. 
This matter of Manpower 4 is a complex matter. I am glad to hear 
you say that you do recognize the public interest in the question of 
putting contracts into places where there is a labor surplus. However, 
this is one of the refinements that can be very important and we 
surely want to see what we can do in the event it is working a hard- 
ship on your company and your employees. 

Mr. Dunner. In talking of our company, I am talking in maybe 
20,000 or 50,000 other companies of our size who will be found to be 
in the same net eventually. The Small Defense Plants Administra- 
tion has been doing what I think is a pretty good job for fellows like 
us where they can, but they are going to have a line all the way up 
Thirteenth Street if a condition like ours multiplies. 

Senator Moopy. I am very glad to hear you say the — —- 
Plants Administration has’ been doing a good job. That was con- 
ceived by the chairman of this committee—not of the dicodianittens 
but of the full committee—Senator Sparkman, of Alabama, who also, 
like myself, happens to be a member of the Banking and Currency 
Committee. Last year when we wrote the National Production Act 
in that committee, Senator Sparkman, with the support of some of 
the rest of us, brought this amendment in. He proposed it and 
pushed it, fought for it on the floor. Just the other day on the floor 
of the Senate he fought against an effort which would have knocked 
out the financing by ‘the REC, and this has been to a real extent an 
effort by that single Senator who has done a great service to the coun- 
try in that regard. I am glad to hear you say that his conception of it 
is now working out in practice. 

Mr. Dunne. We have no complaint against the Navy. Our working 
arrangement with the Navy has been extremely satisfactory. In this 
particular case we have received from the people in the Navy all the 
cooperation one could possibly ask in trying to clear up this particular 
situation. Through their small- business represent: itives, through their 
legal staff, through their procurement people, they have all tried in 
their way to give us some clarification, but apparently it goes beyond 
that. It goes to the policy level where some over-all clearance should 
be made. I don’t know. That is getting a little beyond me. 

Senator Moopy. There is no question about it that in this period of 
semimobilization, when the enemy is not going all out, where we have 
a situation where we have cut back in communities and distressed labor 
areas have been created, such as the Greenville area about which the 
previous witness spoke, some consideration should be given to the 
manpower force and the companies that are hard hit in those areas. 
Certainly, on the other hand, it was not the intent of those who were 
behind Manpower Directive 4, to have it work in such a way as to 
handicap small business and then have it go into a labor surplus area, 
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but not to a company that would absorb any of the labor surplus. So 
that is an interesting and important phase of this thing, and we will 
take it up and see what can be done about it. 

Mr. Dunne. Fine. Thank you. 

Senator Moopy. Is Colonel Heyer here? 

Mr. Heyer. Yes, sir. 

Senator Moopy. Thank you, Mr. Dunne. 


TESTIMONY OF BENJAMIN F. W. HEYER, PRESIDENT, HEYER 
PRODUCTS CO., INC., BELLEVILLE, N. J.. ACCOMPANIED BY JOHN 
H. ST. JOHN, HEYER PRODUCTS, INC.., BELLEVILLE, N. J.; AND 
CARL L. SHIPLEY, ATTORNEY FOR HEYER PRODUCTS CO., INC., 
BELLEVILLE, N. J. 


Senator Moopy. Do you solemnly swear the testimony you are about 
to give this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Heyer. I do. 

Senator Moopy. Will you give your name and company, ‘please, 
and your address? 

Mr. Heyer. My name is Benjamin Heyer. I am president and chief 
engineer of the Heyer Products Co., located in Belleville, N. J., which 
is about 14 miles west of New York City. My business is the manu- 
facturing of motor-tune-up equipment, small electronic parts, elee- 
trical instruments. I make it mostly for companies such as Ford 
Motor Co., Delco, Goodrich, and most of the major automotive com- 
panies in the country. 

I say this because it establishes the quality of our product, other- 
wise we couldn’t make it and have it sold by these companies under 
their brand names. 

Senator Moony. As a citizen of Michigan, I will confirm the fact 
that you couldn’t be a subcontractor for an automobile company 
unless vou knew what you were doing. 

Mr. Heyer. Thank you, Senator. 

I started this business in 1923. It has operated continuously with- 
out failures or reorganizations. Since 1942 we have done an annual 
volume of about $3 million, although this year it will be considerably 
less, mostly due to the loss of contracts about which I want to talk in 
a few moments. 

During the last war I served in the Army Air Force for a period 
of about 3 years, first at Wright-Patterson Field, where I was in main- 
tenance and procurement and then in the Eighth Air Force overseas, 
where I was chief of maintenance of several warehouse depots where 
we overhauled planes and had plenty of procurement and maintenance 
problems. 

Our plant has approximately 70,000 square feet of space, employs 
normally 300. At present we have 150, and we will shortly have fewer 
than that. 

In World War IT we completed $5,200,000 in contracts for the Army, 
Quartermaster Corps. Ordnance. Signal Corps, and the Navy. We 

took no Air Force business in World War II because I was in the Air 
Force, and I would not allow my company to engage in even bidding 
on Air Force contracts. 
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Senator Moopy. I think that was a very fine attitude. 

Mr. Heyer. During World War II our Government business or 
essential civilian business was 100 percent of our output. Actual 
Government contracts amounted to about 66 percent and the balance 
was essential maintenance equipment. 

The products we built in World War II were motor tune-up, low- 
voltage-circuit testers, which were used in connection with main- 
tenance of Army vehicles. We also built a very sensitive and tricky 
device called the airborne magnetic submarine detecting device which, 
in effect, hung under a blimp or PBY and detected subs under the 
water and then dropped bombs on them. We were one of two 
suppliers. 

This was a very diflicult manufacturing job. We had to have a 
separate laboratory miles up in the country to test this equipment. 
It was so sensitive it would detect a nail in a shoe of a person walking 
about a mile away. So we are qualified to make the simple products 
we have been bidding on so far during this present emergenc 4 

Senator Moony. Have you been able to get any contracts during this 
emergency period / 

Mr. Heyer. Yes, sir; we have been. My a ie if you 
want to call it that, although I would like to think of it as helpful 
testimony—— 

Senator Moopy. It may very well be both. 

Mr. Heyer. Has nothing to do with our being in a distressed area, 
which we are, since, as I say, we are 14 miles west of New York City. 

It has nothing to do with our hoping to get contracts, because we 
are a small business. It has to do with the procurement agencies of 
the Army and the Air Force deliberately circumventing and thereby 
nullifying the procurement laws of this country. 

Senator Moopy. You say deliberately circumventing the law. In 
what way ¢ 

Mr. Heyer. In not granting contracts to the lowest qualified bidder 
and in issuing bids for negotiated contracts when it is not necessary. 
Negotiated contracts for standard, everyday equipment, such as you 
would find in any garage, are being procured on a negotiated basis 
simply to take care of f: :vored contractors 

Senator Moopy. You say it favored contractors ? 

Mr. Heyer. Yes, sir. 

Senator Moopy. You say they are not aceeeang the low bidder? 
Are you talking about Manpower Directive 4 or are you talking about 
actions unrelated to Manpower Directive 4 

Mr. Heyer. This has nothing to do with that. 

Senator Moopy. That was my understanding, but I just wanted to 
make it clear. 

Mr. Heyer. The first example I want to talk about is a situation 
which is about to be repeated. It started in November of 1950. I 
have here an analysis of ordnance contracts on which Heyer was low 
bidder or low qualified bidder. These have already been discussed 
at length with General Kirk last spring, but, of course, it was all too 
late to do anything for us because the contracts had been given to the 
higher bidders. 

T want to offer this as an exhibit. 

(Exhibit I, schedules A and B, follow :) 
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Mr. Heyer. We were low bidder on $845,000—I would say low or 
lowest qualified bidder. We were low in all but two cases, and in those 
we were lowest qualified bidder. We were second, but the lowest bid- 
der was financially unable to handle the job. We were. 

We received $238,000 of that business. The balance was given to 
bidders all the way from fifth to seventh, at a cost to the taxpayers of 
$271,000 additional. 

Senator Moopy. Were these negotiated bids or advertised bids? 

Mr. Heyer. These were all advertised bids. 

Senator Moopy. They were advertised bids? 

Mr. Heyer. Yes, Senator. 

| would like to draw particular attention to one unit, the low volt- 
age circuit tester, quantity of 3,000. Our bid was $134,000. 

The bid was taken away from us and given to the Weidenhoff Co., 

which is a subsidiary of the Bowser P ump Co. They are a large cor- 
poration making pumps, and they had large contracts making pumps 
in World War II and bought this Weidenhoff Co., which is a com- 
petitor of ours. So it is the Bowser Pump Co. or a subsidiary. 

The award was given to Weidenhoff who was seventh on the list. 
All were competent to make this product but were skipped over. 

The award was given for $250,000, or $116,000 more than our bid. 
We were disqualified on technical evaluation. 

Senator Moopy. That is getting pretty close to double. 

Mr. Heyer. That is right. 

Senator Moopy. You say you were disqualified on technical evalu- 
ation. By whom? 

Mr. Heyer. By a new group that had been set up in the Air Force 
and Army Procurement Offices to technically evaluate a bidder’s 
contract. before the contract was let. 

Senator Moopy. How can they evaluate a product before it is made? 

Mr. Heyer. That is another point. 

We are all put to tremendous expense to furnish dozens of pages of 
specifications or else furnish samples. This means everybody who bids 
on this. There may be 10 small companies and some large ones. A 
man is set up who calls himself a technical evaluator. He probably 
never worked in a plant that builds this type of product. He never 
engineered it. He is not familiar with it. He is the sole word as to 
whether or not this bid is acceptable. _ akes over the function of the 
buyer because the buyer, not the technical man, can only go by the 
technical evaluation. 

Senator Moony. Who, in this case, was the technical evaluator, as 
you say! 

Mr. Heyer. We don’t know exactly who he was, Senator. This 
evaluation is done in great secrecy. We have no opportunity to discuss 
our problems or our product. Nobody says that this is wrong and 
they do not think it meets the specifications and asks us what we can 
do about it. We don’t know anything until we find out accidentally 
that the bid has been let to somebody else and in some cases it was some- 
wr who was seventh - the list. 

Senator Moony. May I ask you to describe the low-voltage curcuit 
tester. What is that and what ‘doe ‘sit do? 

Mr. Heyer. That consists of a simple, ordinary ammeter for measur- 
ing amperes and a simple, ordinary voltmeter for measuring voltage 
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with a few associated electrical circuits and switches and clips. All 
of these parts can be bought from a half dozen manufacturers and 
assembled in a simple tin box with a cover, a sheet metal box with a 
cover. 

Senator Moopy. It isn’t a highly complex technical device? 

Mr. Heyer. It could be made by anybody. 

Senator Moopy. Your company in the Second World War made 
these ? 

Mr. Heyer. We made 52,000 of these in the Second World War. 
But we were not considered competent by this genius, if I may call 
him that, who sat in judgment on our specification. 

Senator Moopy. I seem to detect your irony. 

Mr. Heyer. When you try to conduct a business under present con- 
ditions and when you get business fairly and squarely and it is taken 
away by some fellow who knows nothing about the ‘product—— 

Senator Moopy. How do you know he knows nothing about the 
product? If you don't know who he is, how can you tell whether or 
not he is a genius ¢ 

Mr. Heyer. Simply by the remarks he made. We were fortunate 
in this case quite accidentally to get the report of the evaluator. I 
have it here, but I will not try to read it because it is several pages 
long. 

Senator Moopy. Was it signed ? 

Mr. Heyer. No. The way we obtained it, Senator, was this: When 
we found out we did not qualify and we couldn’t understand it, having 
built so many of these in World War IT, and this being practically the 
same as the World War II item, and since we build them every day for 
Ford and Exide, and W illard, and the other big companies, we went up 
and asked why our drawings and spec ifications were not satisfac tory. 

We told them that they knew we could build this. Colonel Long, 
who was in charge of the Rossford Ordnance Engineering Section, was 
asked by us what we did wrong. We wanted to know what was the 
matter with our sample. We received a copy of the technical evalua- 
tion. I would like to read three points of what the evaluator elimi- 
nated for us. 

In this one small procurement it will be costing almost double the 
amount of money. 

Here is the first thing that was said: Our specification was of no 

value because in most cases it contained excerpts from the ordnance 
specifications. 

Senator Moopy. That is a rather low evaluation of the ordnance 
specification. 

Mr. Heyer. We were asked to meet a specification, so we a 
the specification. What else could we say if they wanted a meter 
mounted this way? We therefore said we would mount it this way. 
Then we were told because we quoted the specification, our information 
to them was of no value. We agreed to make it the way they wanted, 
but that was of no value. 

The written specifieations that we turned over to them agreed 
with the military specifications, and it called for a flush panel. If 
vou can visualize a box about a foot square and 5 inches deep with a 
cover on it which is maybe an inch deep and a panel in the lower box 
in which are mounted two electrical meters, instruments, about this 
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big around, the specifications called for the panel being flush in the 
lower box. Our written specifications called for the panel being flush. 

When we submitted the bid we were not supposed to furnish any 
specifications, but when they found we were low bidder, they imme- 
diately wanted specifications. So we had 5 days to prepare this 
specification and about four others involving other items. It stopped 
our entire engineering department day and night to do this. 

In drawing up the drawing of this sheet metal box our draftsman 
showed the panel five-eighths of an inch below the level of the box. 
He did it because, when a box cover comes down on the lower section, 
we like to make an indentation in the lower section so there is a dust- 
proof overlap. It made no difference whatsoever. But we were dis- 
qualified on that point because we didn’t meet the specification. We 
could have been called up on the telephone and asked if that wasn’t 
a drafting error and we would have said, “Of course, we can make it 
flush.” 

It is obvious we can, but nobody called us or said a word to us. 
They were so anxious to pay Weidenhoff $116,000 more for this prod- 
uct, at least that is the only assumption we could make, because they 
skipped over four or five other people, all of whom could have made 
this just exactly as we could, and all of whom were lower than 
Weidenhoff. 

Senator Moopy. May I ask who the head of the division is who 
commands that particular procurement division ? 

Mr. Heyer. It was General Crawford of Automotive Tank Center. 

Senator Moony. General Crawford. That is doubly interesting. 

Mr. Heyer. As a matter of fact, Senator, I think a lot of the testi- 
mony that we gave to General Kirk and finally to Under Secretary of 
War Alexander had something to do with the shake-up both at Detroit 
Arsenal and also at Rossford. We have an idea that did. 

Senator Moopy. What was the date of this, again? 

Mr. Heyer. November 1950. 

The third reason for turning down our technical specification on 
the low voltage circuit tester is also interesting. 

The evaluator said that the binding posts insulation was not con- 
sidered good, in his opinion. 

Of course, we have only made $40 or $50 million worth of stuff since 
1923 for all the biggest companies in the country. We took out sam- 
ples of Willard, Exide, and everybody else on our products. They 
are talking about binding post insulation and it goes on to say that our 
written specification was practically a verbatim copy of the military 
specification. In other words, in our written specification, because 
we couldn’t give enough detail in the one plan drawing, we said exactly 
what insulation we would use, but it was disqualified because it was a 
verbatim copy of the military specification. 

Senator Moopy. Let’s get this clear. As I understand, you have 
made thousands of these. 

Mr. Heyer. 52,000. 

Senator Moopy. 52,000 for the Government ? 

Mr. Heyer. That is right. 

Senator Moopy. During the Second World War? And those were 
inspected and you had no complaints on those; is that correct ? 

Mr. Heyer. Exactly correct. 
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Senator Moony. You have made hundreds of thousands of them for 
private buyers such as the automobile industry ? 

Mr. Heyer. Tens of thousands. 

Senator Moopy. And you were stopped in this case by a series of ob- 
jections which on their face seem to be fanstastic, and I would say, 
perhaps, drummed up for the purpose of preventing you from getting 
the contract ? 

Mr. Heyer. That is exactly the way we felt about it. 

Senator Moony. And as a result, on this one deal alone, the tax- 
payers had to pay $116,000 more than they would have had to pay for 
the same item from a company that has furnished them satisfactorily 
in the Second World War; is that correct ? 

Mr. Heyer. That is right. 

Senator Moopy. Well, I will assure you that this committee will try 
to find out who wrote those specifications and why. 

Mr. Heyer. That brings up a very important point. We agreed 
to meet the specifications. Every time we bid where there is a speci- 
fication, we have to obligate ourselves to meet it. We have to set 
aside plant space, buy material, obligate ourselves to subcontractors 
and start to build the product. When the first article is produced 
the Government has an inspection department for the eorpes of de- 
termining whether it meets the specifications or not. So that should 
be time enough to find out whether or not we can meet the specification. 

The specification was so detailed you couldn’t possibly vary from 
it. The only question was: Were we a qualified bidder? We cer- 
tainly were. There could be no question about it. It was even ad- 
mitted in the conversations we had with General Kirk and others that 
we were bound to be competent. So why should a technical evaluator 
be set up before the buyer ? 

That is why I called this a plan to circumvent and nullify the pro- 
curement laws of the United States which say the lowest qualified 
bidder on an advertised bid will get the business. It is absolutely 
unnecessary to make this preliminary technical evaluation. 

That is particularly true on something that is covered completely 
by a specification and which a responsible manufacturer agrees to 
duplicate. 

Senator Moopy. The Government spends money to make the evalu- 
ation which is unnecessary and then spends $116,000 more to give it 
to somebody who will make it for double the price of the low bidder? 

Mr. Heyer. We have a new group right now 

Senator Moopy. With whom did you deal on this matter, Colonel? 

Mr. Heyer. Which matter, Senator ? 

Senator Moopy. On this bid? With whom did you deal? 

Mr. Heyer. With the Detroit Tank Automotive Center. 

Mr. John St. John contacted them. 

Senator Moopy. May I have your name? 

Mr. Sr. Jonn. John H. St. John. 

Senator Moopy. Do you solemnly swear the testimony you are about 
to give this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. St. Joun. I do. 

Senator Moopy. Are you an officer of the company ¢ 

Mr. Sr. Jonn. I am manager of the Government contracts division 
of the Heyer Products Co, 








28 SMALL BUSINESS AND MILITARY PROCUREMENT 


Senator Moopy. Apparently, Mr. St. John, you handled this thing 
for Mr. Heyer. 

Mr. Heyer. Yes. Mr. St. John spends his entire time on our Gov- 
ernment contracts. He is a field engineer for us. He coordinates the 
engineering inside the plant and does the contact work. I haven’t 
done any of this contact work. I haven’t done any of that except 
to talk to General Kirk. 

Senator Moopy. You did the negotiating with Detroit Ordnance? 

Mr. St. Joun. Tank Automotive Center. 

Senator Moopy. Did you call the — made by Colonel Heyer 
specifically to the attention of anyone 

Mr. St. Jonn. Mr. Vogrin. 

Sendtor Moopy. Did you bring these points to Mr. Vogrin’s 
attention ¢ 

Mr. St. Jonn. Yes: I did. As Colonel Heyer pointed out, it was 
rather difficult to get the copy of the evaluation. I finally was able to 
get it from Mr. Vogrin’s superior. 

Senator Moopy. Who was that? 

Mr. St. Joun. Mr. K. A. DeLoria. I pointed out to Mr. DeLoria if 
we were to bid again, we would have to know where we went wrong, 
because we would otherwise not change our information. We felt we 
were in accordance with the specifications. So I finally got the evalu- 
ation. 

Senator Moopy. Are Mr. Vogrin and Mr. DeLoria civilians, or are 
they officers? 

Mr. St. Joun. They are civilians. 

Senator Moopy. Did you ask either one of those gentlemen 

By the way, what are Vogrin’s initials? 

Mr. St. Joun. J. P. 

Senator Moopy. Did you ask either one of those gentlemen who 
wrote this evaluation ? 

Mr. St. Jonn. No; I didn’t ask for the specific name, but I do know 
where they came from. 

Senator Moony. Where did they come from ? 

Mr. Str. Jonn. They came from the Engineering Branch at Ross- 
ford Ordnance Depot in Toledo. 

Senator Moopy. Who is the commander of that ? 

Mr. Sr. Joun. Lt. Col. M. E. Long. 

Senator Moopy. Have you ever taken this up with Colonel Long? 

Mr. Sr. Joun. Yes. 1 discussed this with him at length, but by 
the time we had the information the contract was awarded. As a mat- 
ter of fact, I wrote a rather lengthy letter taking up the evaluation 
point by point, and to that letter we have not received a reply. 

Senator Moopy. When did you send the letter? 

Mr. Sr. Joun. It is over a year ago. It is about a year old now. 

Mr. Heyer. We can get not only a copy of the letter but the exact 
date. In fact I think we have it somewhere right here with us. 

Senator Moopy. I would like to have that letter which you wrote a 
year ago to the colonel, for the record. 
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(Text of letter referred to follows:) 


Marcu 9, 1951. 
Subject: Invitation DA-—20-089-ORD-51-1038 FS. 
Lt. Col. M. E. Lona, 
Rossford Ordnance Depot, Toledo, Ohio. 

Dear Sire: Under the subject invitation which was opened on November 6, 
1950, we submitted bids on items Nos. 2 (3), 3 (5),3 (5) a, 4 (6), 6 (13), 6 (13) a, 
7 (14), and 7 (14) a. 

On December 6, 1950, we received a letter from the Rossford Ordnance Depot 
requesting information in sufficient detail for an engineering evaluation of equip- 
ment offered under the subject invitation. On December 14, 1950, I personally 
visited Rossford Ordnance Depot and turned over to Mr. C. R. Cole all the 
information we considered necessary for such an engineering evaluation. In 
subsequent visits to Rossford Ordnance Depot during the months of December 
1950 and January 1951, I attempted to determine whether or not the material 
we had submitted was in sufficient detail for its intended purpose. As far as 
I was able to find out, we had presented adequate information. 

On February 3, 1951, we were awarded a contract covering items 4 and 6 of 
the subject invitation of which we were low bidder. On item No. 2, we were 
second low bidder and were, of course, interested in finding out who had been 
successful in obtaining this item. On March 1, 1951, we discovered through the 
New York Ordnance District that item No. 2 had been awarded to Joseph 
Weidenhoff, Inc., whose bid was $83.61 each as contrasted to our bid of $44.70 
each, Since we had prepared what we thought was engineering information 
strictly in accordance with the requirements of military specification MIL- 
'T-10308, we were quite anxious to tind out where we had failed to meet the 
requirements of this specification. We were furnished with a copy of the 
engineering determination made by Rossford Ordnance Depot on the basis of our 
statement that, if another procurement of this same item were to be initiated, 
we would of necessity furnish the identical information with our next bid, since 
as far as we were concerned, we had designed a unit which entirely met the 
requirements of the specification and presented it in the form of drawings and 
specifications. 

We would like at this time to present our answers to the objections raised by 
Rossford, which unfortunately we were not permitted to discuss before an award 
was made. Following are the points which were raised as the reasons for dis- 
qualifying our bid: 

1. “Heyer Products Co., Ine., the second low bidder, is offering a tester in 
accordance with an unsigned copy of their specifications (no number assigned) 
dated December 12, 1950, and their drawings No. DSK 120850, dated December 
8, 1950, No. BSK 1203850, dated December 4, 1950, and No. AX 145 (no date in- 
dicated). The above-mentioned specifications are of little or no value for evalu- 
ation purposes inasmuch as their specifications consist of, for the most part, 
excerpts from specification MIL-T-10308 (ORD), assembled a considerable time 
after official opening of the subject IF'B.” 

Since the tester, low-voltage circuit, in accordance with specification MIL—T- 
10308 had not, to my knowledge, been previously purchased and since in the 
original invitation there was no request for engineering information, we used 
specification MIL—T—10308 as the basis for our cost estimates. We made rough 
sketches of some of the details of the tester and, of course, had many engi- 
neering discussions concerning its construction. At the time our invitation was 
submitted, we were prepared to produce a unit which, in our opinion, would 
meet the specifications. 

In accordance with the request of December 6, 1950, we translated this unit 
into engineering drawings and a Heyer specification. Of necessity, our specifi- 
cation had to be practically a copy of MIL—T—10308 in order that the unit would 
satisfy the requirements of that specification. Unfortunately, in the rush of 
preparing engineering information for the five items on which we were bidding 
under the subject invitation, which your oflice gave us 5 days to prepare, the 
model number and date on one drawing were overlooked, although the specifi- 
cation did bear the identification of “Heyer Products Co., Inc.,” and my initials 
as the writer. 

We submit, therefore, that the objection raised in the above excerpt from the 
Rossford engineering determination is unfair and certainly does not justify 
passing over our bid. 


99841—52—No. 5——3 
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2. ‘In this connection, specification MIL—T-10308 (ORD), paragraph 3.1.11, 
states in part ‘the panel shall be flush with the edge of the case.’ Heyer Products 
Co.’s specification, under paragraph titled ‘Case’ states in part that ‘the panel is 
flush with the edge of the case.’ However, this bidder’s drawing No. DSK 120850 
dated December 8, 1950, shows that the panel on the tester offered is five-eighths 
of an inch below the edge of the case, and also shows the center line of the 
hole in the panel binding posts to be three-eighths of an inch below the edge of 
the case. Such construction is not in compliance with requirements of the ref- 
erenced specification and is highly undesirable in connection with the insertion 
of the ammeter lead terminals.” 

The above paragraph points out an obvious error in drafting which certainly 
could have been clarified with us if there had been any desire on the part of 
your office to do so. As we have stated previously, we had 5 days from the time 
of receipt of your letter requesting engineering information to prepare drawings, 
specifications, ete., on three items which were new designs with us. 

These items are: Item No. 2, tester, low-voltage circuit; item No. 4, charger, 
battery; and item No. 7, téster, motor-driven distributor. Items 4 and 7 were 
merely modifications of our existing equipment to meet military specifications 
but did require, however, the preparation of new drawings. Item No. 2, as we 
have pointed out, was a completely new design. 

It is quite true that if the unit was constructed in accordance with our drawing 
DSK 120850, it would be difficult to insert the ammeter cable plugs. It is also 
true, however, that if the unit was built in accordance with our specification 
which was also submitted at the same time it would have been satisfactory. 

It is regrettable that there was apparently no desire on the part of your office 
to clarify this point. If such clarification had been requested, we would have 
had a new drawing in your hands within 24 hours. 

3. “In addition, the above-mentioned drawing shows binding post insulation of 
poor design and not in accordance with paragraph 3.1.13.6.5 of specification, MIL- 
T-10808 (ORD).” 

With reference to this objection, a study of the drawings we submitted would 
show that our error was in not showing sufficient detail of the binding post 
insulation. In our specification which accompanied the drawings our para- 
graph “Binding post insulation” is practically a verbatim copy of paragraph 8, 
3.1.13.6.5 of specification MIL-T-10308. It contained our statement that the 
insulating bushing would be adequate. 

We submit, therefore, that this objection is not valid. 

4. “Heyer Product's drawing No. AX 145 (no date) shows no means of cali- 
brating the internal ammeter shunt to the wiring diagram shown.” 

The objection stated above is one which we cannot understand. The Heyer 
Products Co., Inc., has been manufacturing instruments, shunts, and their asso- 
ciated components for over 25 years. In our specification, our paragraph headed 
“Ammeter circuit (internal shunt)” specifically states that the shunt is to be 
ealibrated. Considering our reputation as a manufacturer of electrical equip- 
ment, it is difficult for us to understand why any question should be raised con- 
cerning the exact techniques we propose to use in calibrating a shunt. In this 
instance, we would grind each section of the shunt and calibrate against pre- 
cision standards to assure a high degree of accuracy in each amperage range. 
If this type of objection were carried to the extreme, it would mean that we 
would be foreed to detail every manufacturing process in order to permit an 
engineering evaluation of future bids. 

We submit, therefore, that this objection is not valid. 

We are enclosing a set of revised drawings showing details of binding post 
construction and the relocation of the instrument panel, and a revised specifica- 
tion signed and bearing a number. Before another procurement of this item 
is made, we would certainly appreciate an expression from your office as to 
Whether or not the attached information would enable us to suecessfully com- 
pete with Joseph Weidenhoff, Inc., on the basis of price alone. 

It is a matter of record that during the last war we were instrumental in 
developing the tester, low-voltage circuit in accordance with QM specification 
ES—534, Federal stock No, 17-T-5575. At the completion of this development 
We provided complete engineering drawings to the Quartermaster Corps, and 
during the course of World War II produced over 50,000 of these units. It 
seenis to us that the Government needlessly spent $116,730 in awarding the bid 
on this new unit to another supplier and summarily dismissing the bid of a manu- 
facturer with an outstanding reputation in the automotive test equipment field 
over a period of more than 25 years. On the basis of our cost estimates, this 
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additional money would be clear profit if the units were manufactured in accord- 
ance with the attached drawings. 

In order that this situation be avoided in the future, we strongly recommend 
that sample units be required before contracts are awarded, and that in any event 
a low bidder with minor deviations from the specifications be given an oppor- 
tunity to correct such deviations if he wishes to maintain his bid price. 

We were continually faced with a stone wall in attempting to obtain infor- 
mation during the long negotiation period required before the award of con- 
tracts resulting from the subject invitation. We fail to see the reason for with- 
holding from responsible and cooperative bidders information concerning minor 
deviations and obvious errors in the engineering information submitted 

We intend this letter to be constructive rather than merely critical and should 
be pleased to have your comments 

Very truly yours, 


T 


Hyer Propucts Co., IN¢ 
By J. H. Sr. JOHN 
Manager, Government Contracts Division, 

Ce: CC. R. Cole, Rossford Ordnance Depot: Mr. J. P. Vogrin and Mr. A. DeLoria, 
Ordnance Tank-Automotive Center, Detroit, Mich. 

Senator Moopy. You say you took this up verbally with Colonel 
Long? 

Mr. Sr. Joun. Yes. 

a Moopy. What was his attitude 7 

Mr. Sr. Jonn. His attitude was they felt the sy had been complete ly 
imparti: 7 that the regulations prevented them from contacting any 
of the proposed suppliers of this equipment, and they merely had to 
take the facts as they saw them, prepare the evaluation, and submit 
it to Ordnance Tank Automotive Procurement. 

Senator Moopy. What was the point in the evaluation that he said 
differed from the specification? Was it this five-eighths of an inch? 

Mr. Sr. Joun. Yes. 

Senator Moopy. Was that the only point 

Mr. Sr. Joun. That was the only point at which we differed from 
the specification at all. 

Senator Moopy. That made absolutely ho difference soifar as the 
effectiveness of this item was concerned: is that correct / 

Mr. Sv. Joun. In this particular instance the panel had to be flush 
because there were binding posts and you had to put the wires In: 


but, as I pointed out to Colonel Long. the spec ification we furnished 
suid it was flush. The drawing showed it under flush. If it was the 


desire of the evaluating agency to secure the low bid, why not check 
to see which was wrong? 

Senator Moopy. In other words, your specification and your draw- 
ing were not quite the same ? 

Mr. Sr. Jonn. Right. 

Senator Moopy. So the logical thing to do would | to ask you 
whether or not vour dr: wing was In accordance with the spec ification 
or why you had varied it. 


Mr. St. Joun. That is correct. 
} 


Senator Moony, Is it your assumption, then, that because there was 
a five-eights of an inch difference in this box that your bid was thrown 
out and it cost the Government $116,000 ¢ Does that boil vour case 
down ? 

Mr. St Joun. Yes. That is the only deviation in the specification 
that appeared from the way we presented the case. 
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Senator Moopy. There were a number of other reasons given why 
you shouldn't have the bid in this rather lengthy evaluation ? 

Mr. Sr. Jonn. Yes. 

Senator Moopy. Why, if the real reason for rejecting your bid was 
this deviation of five-eights of an inch, was the snow job put on with 
regard toa lengthy ser ies of other reasons? 

Mr. Sv. Joun. The other reasons were also insignificant and trivial. 
It was just fantastic. It was hard to believe when we go the evalu- 
at =e 

Senator Moopy. We would like to have a copy of that evaluation 
in the aaa, 


(‘Text of evaluation report is as follows:) 


I i rmat only r assistance i onnection with future procurement] 

b. I Products Co., Inc., the second low bidder, is offering a tester in ae- 
corda wi an unsigned copy of their specifications (no number assigned) 
date el r i2, 1950, and their drawings No. DSK 120850, dated December 8, 
LO BSK 120350, dated December 4, 1950; and No. AX 145 (no date indi- 

bove-mentioned specifications are of little or no value for evalu- 

tio poses, inasmuch as their specifications consists of, for the most part, 
excer rom specification MIL—T-10308 (ORD), assembled a considerable time 
after 0 al opening of the subject IFB. In this connection, specification MIL- 


P10308 (ORD), paragraph 3.1.11, states in part, “the panel shall be flush with 
the edge of the case.” Heyer Products Co.’s specification, under paragraph titled 
“Case,” states in part that “the panel is flush with the edge of the case.” How- 
ever, this bidder’s drawing No. DSK 120850, dated December 8, 1950, shows that 
the panel on the tester offered is five-eights inch below the edge of the case and 
also shows the centerline of the hole in the panel binding posts to be three- 
eights inch below the edge of the case. Such construction is not in compliance 
with requirements of the referenced specification and is highly undesirable in 
connection with the insertion of the ammeter lead terminals. In addition, the 
above-mentioned drawing shows binding-post insulation of poor design and not 
in accordance with paragraph 3.1.13.6.5 of specification MIL—-T-10308 (ORD). 
Heyer Products’ drawing No. AX 145 (no date) shows no means of calibrating 
the internal ammeter shunt to the wiring diagram shown. In view of the above, 
this bid offer is considered not acceptable. 

Senator Moopy. Colonel Long said you were five-eighths of an 
h out of the way, and your bid was thrown out; is that right? 

Mr. Sv. Joun. Th: it is the way he put it. He said the technical 
evaluation showed certain things we had present which caused them 
to reject our bid. 

Senator Moopy. Did he Say W hat they were ? 

Mr. Sr. Jonn. Yes. The evaluation showed what they were. Colo- 
nel a told me he was not authorized to tell me what they were, 
and he actually never told me what they were. I secured that informa- 
tion from ibe . DeLoria. 

Senator Moopy. I don’t suppose you investigated why the other five 
bidders were tur ned down ¢ 

Mr. Sr. Joun. No. It was hard for us to figure out how all six of 
us could have been w rong. 

Senator Moopy. Do you know who was responsible for the decision ? 
Do you know whether it was in the Toledo depot or whether it was in 
the Detroit Automotive Tank Center ? 

Mr. Sv. Joun. As I understand the procedure, Rossford’s fune- 

; ; ; ; : 
tion in this particular case was to come up with this technical evalua- 
tion and forward that to the Ordnance Tank Automotive Center. As 
t understand the procedure, the procurement people cannot go against 


me 
Ail 
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the decision of Rossford. Tf the low bidder is thrown out by technical 
evaluation, the buyer has no alternative but to go to the bidder who 
meets the specifications in the evaluation. 

Senator Moopy. The unnamed evaluator that Colonel Heyer de- 
scribed as a genius a while ago is located in Toledo at Rosstford ¢ 

Mr. Sv. Joun. At that time he was located in Rossford. 

Senator Moopy. How many evaluators were there? Do you know 
how many there were down there ‘ 

Mr. Sr. Joun. The engineering branch at Rossford consisted of 
about 10. That is just an estimate from having been in the De- 
partment. 

Senator Moopy. You say you were in the Department ? 

Mr. Sr. Joun. Yes; I talked to the personnel there several times 
after this. 

Senator Moopy. You mean you worked for the Government ? 

Mr. Sr. Joun. No. 

Senator Moopy. You were just in there / 

Mr. Sr. Joun. Yes. What I meant, Senator, was that from the 
time this bid was opened until the award was made I made several 
trips to Rossford and talked to the personnel in the engineering de- 
partment offering additional information if it were needed, offering 
to clarify our specifications if they needed clarifying, and trying to 
find out how we were getting along in the evaluation. When you 
consider that a 5¢-inch dimension of a panel could have been clari- 
fied with me at any time because I practically haunted the place try- 
ing to find out how we were getting along, it was important busi- 
ness. 

Senator Moopy. Did anyone ever tell you about the five-eighths of 
an inch? 

Mr. Sr. Joun. Never. We were able to find out nothing until the 
award was made. 

Senator Moopy. We haven’t heard what explanation could be given 
of this, if any, but I think this is a highly suspicious circumstance. 

Do you want toc ite any other cases you have listed, Mr. He ‘ver 

Mr. Heyer. Yes: I would like 1 to say that my main reason for com- 
ing down here is that there has developed in this procurement A 
means for circumventing the law; and this preliminary evaluation 
was not necessary, in my estimation; and I think that would be gen- 
erally so if you were to get everybody together in any industry af- 
fected in this manner. 

The preliminary evaluation is not necessary if we have a good speci- 
fic: ation. a complete spec ification, to v0 by. because the contractor 
agrees that he will meet the spec ification, and he should not be put 
to the expense of preliminary samples and all of this other business 
of vards and yards and miles of red tape and everything that holds 
up these bids from going out when he has already agreed to meet the 
specification. That is up to the inspection department. 

Senator Moopy. And he has already shown he can make the produet 

Mr. Heyer. As long as we are capable of making the prodnet, I 
think we should get the contract. This technical evalu: ition is put 
in there largely to circumvent the law. to give it to other than the 
lowest bidder. T know that T have a dozen enses here. We haven't 
timeto go into all of them. Thavea loti re comming up 
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Senator Moopy. You are charging here that these technical eval- 
uators are put in for the specific purpose of circumventing the law 
and circumventing the awarding of the contract to the lowest bidder. 
Is that what you are saying? 

Mr. Heyer. That is exactly what I am saying. I say it could not 
be found reasonable on any other basis. 

Senator Moopy. Would you feel it would be reasonable to have a 
technical evaluator for a highly complicated product such as radar 
or something else? Would it not be necessary to have an evaluator 


for that oe of product ¢ 

Mr. TEYER. Senator, | explained that, vhere we have a complete 
specific ation on a product of the type I am talking about, we do not 
need the evaluation. I noree with you that there are some products 


where we need a technical evaluation. 

Senator Moopy. The point I am trying to make is that, while there 
ire products bought by the armed services that must have technical 
evaluators, on the item you are speaking of, if it is as simple as you 
describe, if itis virtually a standard product, then I see ho reason for 
l technical evaluator. 

Mr. Heyer. 1 would like to amplify that a little bit. We have 
another situation of another type of specification which works a tre- 
menaous hardship on every ody except the person whose produce is 


selected. Let’s say sim th’s model NX. o1 equal, Is specified. That is 
all you get in the specification So we go on and try to find some in- 
formation on Smith’s model X. That is the specification, bear in 
mind. There is nothing else but that. Smith has all the information 
n his costs. He has complete drawings. He has made the product 
robably for quite some time. He is in a position to meet the specifi- 
ition. He is going to meet what the technical evaluation of his 
produ ‘tT can only be an aflirmative statement of. His product is the 


ecification. What do the rest of us do? What do the rest of us do 
who are asked to bid on a thing like this? 

We try to find out some information about Smith’s product. We 
all up and ask, *W here | an we get it 

“We don’t ky ow. 

‘Can we get a catalog page ¢” 

‘You will have to try so and-so.”’ 
We were asked to bid on Sun Electrical Corp. Model UDT motor 
up units. We started out to see how we could bid on it. We 
got the commercial catalog page, two pages of description. There 
are a thousand parts nh this thing, We hac upto 10 da'vs to bid on it. 
We didn’t know what was inside th le case, Yet we are supposed to bid 
against Sun, who is making it. We knew, when the thing was put out 
on that basis, we could never qualify. 

Senator Moopy. So you did t bother to bid § 

Mr. Hever. We bid on it. We went out and found one loc ‘ally, and 
we pa la Man some monev to let ae it Apart and look at it. We 
felt the (;overnment should doas the Nay \ dloes. Our experie hee with 
the Navy and Marine Corps has been completely fair in every way. 
We have had none of this trouble with them. If they want us to bid 
on an item a ads someone a unit, or equal, and we are doing busi- 
ness with the Navy, they tell us — States we can go to and where 
we can go to see the units. They have drawings. They have a man 
there to answer questions. 3 
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I sent a team of three peop le down to Dallas, Tex., at considerable 
cost to check on some of this submarine equipment which we made, 
although it was secret. Our men were cleared. They were treated 
with every courtesy. They were allowed to see the unit, given all 
the drawings. We were almost low bidder on that. We have no 
complaint on that. 

Senator Moopy. I would say that is quite a tribute to the Navy, 
coming from an Air Force officer. 

Mr. Heyer. Yes, sir. 

The other day we had another example ona Sun GRT. That is a 
generator test bench. We were asked to quote on that. 

Senator Moopy. By whom / 

Mr. Hever. lL have all of the details on this, but I know time is 
short, so I am not trying to bring out bid numbers and so forth. We 
were asked to bid by the Air Force. It was a negotiated bid. There 
was no reason for a negotiated bid except to cover up who the lower 
bidder was, in my estimation, 

This is a product that is available from a dozen manufacturers. I 
have looked at the law. and I do not believe a negotiated bid should 
be used in connection with this type of procurement. I see no reason 
for it. 

Senator Moovy. Are these stock items? 

Mr. Heyer. It was supposed to be a stock item, but, when we looked 
up the model number, it was not a stock item. We could get no catalog 
information on it whatsoever. I have a record of it here. I have a 
record of the attempt we made to get it. 

Senator Moopy. Is that an item that could be bought by anybody, 
yr does it have to be made specially ? 

Mr. Hyver. In this case it had to be made specially. It is one of 
these “or equal” bids. 

The invitation to bid came out on the 13th. On the 13th we asked 
the buyer for some information on what it was the ‘vy wanted. In other 
words, the spec ification Was: “Sun Model G RT.’ 

This isa specification. Certainly, if we are going to bid. we have a 
right to get the specification. The buyer didn’t know anything 
about it. 

So we went to the Wright-Paterson Air Force Base, equipment lab- 
oratory, engineering standards laboratory, the maintenance technical 
section, the procurement regulations review, requisition review, who 
certainly should know what, this is. They didn’t know what this item 
was. We were supposed to bid on it. They said, “Why don’t you try 
Rossford?” That is the ordnance arsenal. 

So, on the 22d, Mr. St. John went to Rossford. Thev had no in- 
formation. 

Time was going by. We wired Sun on the 27th, figuring, since their 
item had been selected as the specification, which we were to bid on, 
they would give us information. We heard nothing. Mr. St. John 
went out on April 3 and saw a Captain Webb out there in one of the 
technical sections. 

Senator Moovy. Where is this? 

Mr. Heyer. Wright-Paterson Air Force Base. Captain Webb said 
he thought there was a sample on the base which we could look at. 
So we finally found a sample. This was April 3. We started on 
March 13 to find the ite m we were supposed to bid on. 
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There was no catalog information available by Sun because it was a 
special military item and they do not let anybody have information 
on the items they make for the military. Not that it is secret, but 
they do not want competitors to know about it. 

Finally, on the 7th, as a result of some prodding from Wright-Pat- 
erson Air Force Base, because we said we would start down in Wash- 
ington and see what we could do about getting the thing cleared up 
if we didn’t get cooperation to get something to bid on—finally, on the 
7th, we received a catalog page from Sun. This is a big unit, with a 
dozen meters on it, and parts inside and motors and special drive 
units. We built a lot of them for Ordnance, but this one they wanted 
had to be like the Sun. The letter that we got, which was dated April 
1, which was a few days after we wired Sun, actually was postmarked 
April 4. 

Senator, I claim that it is not possible to get competitive bids under 
those conditions. 

Senator Moony. It was postmarked April 4? 

Mr. Heyer. I pointed out that the letter was dated April 1, but it 
was not sent out until April 4. The bid had to be in on the fourteenth. 
In other words, it looked to us like we were being held up a little bit 
by everybody along the line, so we couldn’t find out what the specifica- 
tion was. 

The specification in this case is Sun Model GRT. Later, they added 
the numbers 30-35 to it, which made it a special unit. That is not 
competitive bidding to my way of thinking, under the law. 

Senator Moopy. Let me ask you this: Did I understand you correctly 
a few moments ago to say that this was an item of equipment which is 
made by a number of manufacturers and which is used extensively and 
which more or less is a standard product ? 

Mr. Heyer. Exactly. We make it, Sun makes it. There are four 
or five people who make it. We built a unit for Ordnance that was 
formerly used for this job by the Air Force, but now they have changed 
to the Sun model unit. 

Each does the same thing. They test generators. They turn 
generators at various speeds and check voltage regulators, output of 
generators, et cetera, in order to adjust them and test them before they 
are sent out in motor vehicles of all kinds. 

Senator Moopy. Could you or I buy an item of this sort in the com- 
mercial market ? 

Mr. Heyer. Yes, sir. You can buy from at least three besides Sun, 

all of which could do the job equi ally well. 

Senator Moopy. Your point is instead of setting up the specification 
to cover any of the types of units that might do the job, they pick out 
one and say the specification has to be based on that particular brand 
of item and then you cannot find out in time to bid on what the specifi- 
cation is, is that right? 

Mr. Heyer. That is exactly right. This is typical of dozens of cases 
of this type. 

Senator Moony. A while ago you said Army and Air Force. This 

Air Force; is that correct ? 

Mr. Heyer. Air Force. 

Senator Moopy. The last item you told me about was Army. 

Mr. Heyer. That is right. Army Ordnance. 





SMALL BUSINESS AND MILITARY PROCUREMENT 37 


Senator Moopy. Have you had any experience of this sort whatso- 
ever with the Navy ? 

Mr. Heyer. We have put in perhaps a dozen bids with the Navy. In 
every case the specification has been complete or we have been given a 
complete set of drawings or we have been given a sample to estimate on. 
We have had no trouble whatsoever with the Nav y: 

Senator Moony. But you have this “or equal” situation in both the 
Army and Air Force; is that correct ¢ 

Mr. Hever. That seems to be where it is. We haven’t done any busi- 
ness with the Signal Corps so far, but our difficulties have been entire ‘Ly 
with the Army and the Air Force. 

An interesting thing is the fact that this same generator test bench 
which we were just t: alking about is proc ured by Ordnance on a pub- 
licly advertised bid basis, whereas the Air Force thinks the *y have to do 
it on a negotiated bid. Why is it that one service will think this is an 
item that ean be procured on an advertised bid and another one says 
this is so secret that we cannot possibly let anyone but a few selected 
bid on it, although it is standard and we can buy it any place we want / 
Why do they have to keep it secret ? 

I have here a list of contracts on which we have bid. It amounts toa 
million and a half dollars. We were low bidder on $515,000. Those 
were advertised bids. Some of those we will be eliminated on by these 
technical experts. 

Senator Moopy. Let me have those figures. 

Mr. Heyer. Here isa copy. 

(See exhibit I, p. 22 and 23.) 

Mr. Heyer. These are outstanding bids that we have right now. 
We are low on the advertised bids on $515,000 worth, but there is a 
million dollars worth of these that are negotiated bids for no reason 
at al! that we can see. Most of them are fairly standard if not com- 
pletely standard items. 

Just to indicate what this technical evaluation can mean, if I can 
have just a few minutes more-—— 

Senator Moopy. You can have as much time as you want. 

Mr. Heyer. I can show you, Senator, what I think is a prime 
example—and if I can use the word stupidity, that is exactly the word 
I will use—and I would be backed up by any group of businessmen and 
enginers who would go over this situation. 

This shows what we will be up against even on the $515,000 worth 
of business that we are capable of making and which we should have, 
but which we can be eliminated on by one of these technical evaluators. 

Let’s take on schedule (¢ 

(The schedule referred to is as follows:) 
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Mr. Heyer. This item is about the fifth on down. It is the tester 
electric exhaust, gas analyzer, 355 of them. That was procured on -_ 
advertised bid. We were low bidder. We made about 8.000 of these 
for the Ford Motor Co. There are perhaps S to 10 manufacturers 
of this equipment all making suitable units. 

Senator Moopy. Did Ford ever re ject any of your products ¢ 

Mr. Hryrr. No, sir. They never have. They use them in their 
schools. They use them all over the world. They put the Ford name 
on the equipment. We build it. It is used in the majority of the 
Ford service stations throughout the world, 

We also built it for the Standard Oil group for motor tune-up. That 
is for Atlas. But there are at le ast half a dozen other people who 
build suitable units. You buy a standard meter and a few other parts 
and a piece of rubber hose and put it ina box. It is not tricky equip- 
ment. 

We have a military specification on this particular analyzer, exhaust 
gas, electrical, portable. That is in this 10 pages with pictures, com- 
Dp vlete details of how this is supposed to be built. On hes front of this 
before we even get into the back specifications we have 21 additional 
referenced specifications to protect the Government in getting the 
item they want. 

Senator Moopy. What is that ? 

Mr. Heyer. Twenty-one additional referenced speci fic ations. Here 
is one on corrugated fiber boxes. He Tre is one on wood boxes. Here 
is the kind of enamel you have to use. Here is one on instruments, 
electrical measuring. 

Senator Moopy. All on this same item ? 

Mr. Heyer. Yes. This is in order to protect the Government to 
get the product they want. There is not only the 10 pages of speci- 
fications here, but there are 21 more specifications, and each one will 
have more specifications. I could have a pile of specifications at least 
a foot high covering this item to protect the Government to get what 
they want. That is what the Government should be protected for. 

Senator Moopy. I suppose a quick way to do this would be to name 
a brand. 

i Heyer. I am not objecting o tothe spec ifications. 

nator Moopy. That would be objectionable for the reason you 
‘oa already stated. 

Mr. Heyer. My point is not to object to the specific ations, but 
merely to show how completely the Government has covered itself, 
protected itself, to get what it wants, without the necessity of any pre- 
contract technical evaluation, of which I have the prize example I 
want to give you. 

Senator Moopy. May I ask you first about this? Do you think that 
even to protect itself, without any technical evaluation, it would be 
necessary, in order to spell out an adequate standard type of equipme nt 
of this nature, to have that much of a specification written / 

Mr. Heyer. In commercial business you wouldn’t have this many 
specifications, naturally. Commercial business couldn't afford sue h 
luxury. We cannot build such empires. But in the Government this 
happens. 

T am not taking exception. I am merely -e that the Goy- 
ernment has protected itself with these. This is a JAN-I-6 meter 
specification. It consists of 101 pages. It spells a everything you 
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could want to spell out on how to build a meter. The kind of jewel 
bearings you use, the weight of the case, the size of the case, the way 
you make the glass. But the technical evaluator doesn’t know that. 
He called us up. We are the low bidder. We are qualified as capable 
of making this. 

Senator Moopy. Youare low bidder? What wasthat? 

Mr. Heyer. $12,016. 

Senator Moopy. Was that the $12,000 one or was that the one just 
above SP05.0004% (Referrine to schedule “CC. exhibit IT.) 

. Hever. Lamsorry. [didn’t hear you. 

Senator Moopy. There are two, apparently, bracketed together. 
You said five down. There is one on vour list that shows $205,000 and 
another that shows $12,000. 

Mr. Hever. That is a new one on this same low voltage circuit tester 
that we are low on. We are very suspicious that some fault will be 
found in our bid and it will be thrown out on this one because they 
do not like me too much since I have been doing some testifying here 
and in other places. If the same kind of evaluation is used on this 
new bid of ours as is being used now on this exhaust gas analyzer, we 
haven't a chance. 

For example, here we have this 100-page description of a meter 
which we have to furnish. We have agreed to meet the specification. 
We have agreed to meet the specification when we get the contract and 
manufactured it. The inspector for the Government will drag out this 
specification and he will be sure we meet it. That ought to be enough. 
But here is what we get from the evaluation man. 

Please submit the following metered data : 

Will meter be mounted in jeweled bearings? 

It is childish. 

Senator Moopy. Jeweled? 

Mr. Heyer. Naturally. All meters of this type are mounted in 
jeweled bearings. That is what this specification calls for. We are ¢ 
reputable manufacturer, yet this evaluator, who can make this ie 

cision on this $200,000 procurement—I mean the $12,000, but they 
nin apply the same reasoning to the $200,000 procurement—he asks 
us if the meter will be mounted in jeweled bearings. 

Then he asks for 
electrical characteristics of meter including frequency response. 

The third item he asks for is: 

Is meter housing shock mounted? 

This tells what we have to meet. We couldn’t get it past inspection 
if we didn’t meet it. 

Senator Moopy. This sizable little book you have been holding up 
cites in detail the prerequisites to your getting the contract—some of it 
or all? 

Mr. Heyer. Everything you could find to say about the meter is 
in those 101 pages. 

Senator Moopy. Including the things that the evaluator mentioned ? 

Mr. Heyer. Yes. This is soelementary that a 10-year-old boy out of 
school, if he had a year in science, would know better than to ask 
a quest ion like this: 


Is glass front free of electrostatic effect? What means are used to minimize 
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That is set up in the specification with drawings. 

How could he ask questions like that when in the front of the speci- 
fication it refers to that, this JAN-—I-6 specification on meters ¢ 

Senator Moopy. This specification which is given to you for the 
manufacture of the item you talk about— 

Mr. Heyer. That isright. That is what we have to follow, 

Senator Moopy. Then if you didn’t meet this specification, you 
could be called up for not fulfilling your contract 4 

Mr. Heyer. If we cannot meet that specification, the contract could 
be canceled unless we agreed to meet it. 

Senator Moopy. This little book is a specification for a single item 
which you say can be bought in the commercial market ? 

Mr. Heyer. That is right. There are a dozen manufacturers who 
can meet that specification. 

Senator Moopy. Would there be any reason why a specification could 
not be written to say not one brand or equal but to cover any standard 
brand that could be satisfactory, so all of them would be named 
there ¢ 

Would there be any reason that it couldn’t be written that way / 

Mr. Heyer. That specification is written so that a dozen manu- 
facturers who make meters can meet it. 

Senator Moopy. I understand that. In some cases, obviously, in- 
stead of spelling it out this way they simply say, “Sun or equal.” 
Couldn’t they have written this one in this way that it would be satis- 
factory and then name a number of different commercial brands which 
would do the job you are talking about? Would that be a satisfac- 
tory way of writing the specification ¢ 

Mr. Heyer. It certainly would be. Service stations all over the 
country are using these pieces of equipment made by the different 
manufacturers, and they work. 

Senator Moopy. In that case, not only would it be unnecessary to 
have this evaluation, but it also would be wnnecessary to have this 
interesting little book: is that right ? , 

Mr. Hever. I would say with some reservations. This book re- 
quires certain things on a meter for military reasons that we do not 
use on our ordinary commercial product. 

Senator Moopy. Is that right ¢ 

Mr. Heyer. That is right. Ordinarily we wouldn't go to the ex- 
pense of making meters that were dustproof and waterproof, as that 
calls for. That meter is no trick. Anybody can make it. I bring 
it up not that I disagree with that specification. It is not limiting. 
There are plenty of sources. I point out that any evaluator could 
ask us such foolish questions when we have agreed to make the meter 
as spelled out in the book, and what a waste of time that is. There 
are about 10 of them. Some of them are very interesting. 

Take this one: 

Please state volume of exhaust gas per minute passing through exhaust gas 
analyzer cell when testing a jeep engine or equal having a piston displacement 
of 150 cubic inches at speeds of 500, 1,000, 2,000, and 3,000 revolution per minute. 

To get that information which is designed in here would cost us 
between $1,000 and $2,000, and on a $12,000 contract our total gross 
profit is probably not over $2,000 or $2,500. 

I have tried to make two points here. All are based upon the fact 
that this sort of unnecessary work is very wasteful. It is not only 








42 SMALL BUSINESS AND MILITARY PROCUREMENT 


expensive for us, but this technical evaluation holds up the awarding 
of the contract 2,3, or 4 months. 

[ have not said that the technical evaluation is unnecessary. I have 
said where the specifications are complete enough, technical evalua- 
tion is not necessary. The Government inspection after the contrac- 
tor gets the contract on his low bid will be sufficient to protect the 
Government. I also say where “or equal” is put into the specifica- 
‘ion, some manufacturer’s model or equal is given, I do not think that 
it should be opened up to more than one manufacturer but in such a 
case it 1S a great advantage to that manufacturer because he knows 
his costs and he knows he will meet the requirements. AIl we, as a 
bidder, should have to say is that we will make it equal. In other 
woras. the manutacturer’s product that has been put up as an example 
or as a specification is just as complete a specification, maybe more so, 
than any written specification you can make. 

So why should we go to the expense of doing all this engineering 
and designing and sending all this information in to a technical 
evaluator when we say we will make it equal to this manufacturer’s 
product and then, if we don’t the inspection will throw it out anyway, 
but we have to go through all this trouble ? 

Bear in mind we have no hearing. They don’t call us in as low 
bidder and sit down around the table, as we do in a commercial enter- 
prise, saying, “We want to buy at the best possible price. Explain 
this and explain that.” We don’t get any hearing at all. 

So some man who is capable of writing this kind of a stupid letter, 
such as we have here, will sit down and decide who will eet the busi- 
ness. It will not be based on the law of giving it to the person putting 
in the lowest price. 

Senator Moopy. The committee will recess for 10 minutes. 

( Recess. ) 

Tes of the memorandum referred to by Mr. Heyer concerning 
evaluation, exhaust gas analyzer, is as follows :) 
Hryer INpustries, INe., 
Belleville 9, N. J., April 24, 1952 
Interoffice memorandum 
To: B. F. W. Heyer. 
Copy for: S. O. Olesen, J. W. Horton. 





Su ct: Evaluation exhaust gas analyzer. 
Ir} gy I ret ed a call from Mr. A. Ryff requesting additional infor- 
Liis i I PlVOGU « < i 4 i 
tion to enable him to evaluate our bid on the exhaust gas analyzer. 
] ip e indicate compliance with paragraphs 3.1.3, 3.1.4 through 3.1.4.6, and 
17 of specification MIL-A-10972. 
> p e submit the following meter dati 
_ W meter be mounted in jeweled bearings? 
Electrica characteristics of meter including frequency response. 
i ge i : or « al a 
eter housing sho¢ k mounted ¢ 
Details of type of shock mounting including frequently response ; nd 
resonant frequency if available. 
| 3 { nt fre f electrostati effect What means are used 
inimize this effect? 
if) Deseril ad ered ; 
oe probable manufacturer, model number, and tolerance of potenti- 
ome C l resistors ised circuit network 
“4 Stat tance of cell elements. Describe the material composition, cross- 
Liitt re>ris iil ‘ t ews 7 
‘ . e} } nd number of coils (Material composition is neces- 
Sect i, Ul ect > a hm Ati i 
sarv to compute exp nsion due to temperature. ) 
or: Furni h assembly drawings and detailed drawings on all interior passages 
v. — _* oe é : = . . : ; ‘ 
! are DP) “ include 1 wethods of suspending filaments and dimensions to 
a 1d ul iis eust Incl Il 
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6. Assembly drawing of sampling unit is requested. Please include details 
concerning feature of automatic disposal of cdndensed vapors and describe 
method of keeping this unit fastened on tailpipe when checking military vehicles 
under adverse road conditions. 


7. Indicate probable manufacturer of hose and describe rubber composition 
of the hose in terms common to the rubber industry. 

8. Please state volume of exhaust gas per minute passing through exhaust gas 
analyzer cell when testing a Jeep engine or equal having a piston displacement 
of 150 cubie inches at speeds of 500, 1,000, 2,000, and 3,000 revolutions per minute. 

9. Present legalized statement of analysis accuracy obtained when determining 
compliance with paragraps 3.1.0, 3.2.1, 3.2.2, and 3.1.13 concerning temperature 
effect. 

10. Please give total weight of unit. 

11. Additional information is requested which the bidder feels will describe 
technical details of the product more adequately in order to establish its 
superiority. 

J. H. St. JonHn 

Senator Moopy. I regret the necessity of recessing, but there was a 
roll call on one of the appropriation bills and I had to record myself. 

I think, Colonel, I should ask you: Are you available this afternoon, 
Mr. Heyer 

Mr. Heyer. Yes, Senator. 

Senator Moopy. I think it might be wise at this time to recess until 
2 o’clock. 

We are finding out now what room will be available. There will be 
roll calls intermittently all afternoon in the Senate and I want to be 
closer to the Senate. 

While we are waiting, I would like to find out whether it would be 
possible for you to be here at the time we have the people i 1 from the 
Air Force and the Army who were involved in these spec fic contracts. 
| would like to have the type of a hearing where each of you would 
have a chance to rebut the stateme a made by the other fe llow. 

So I am wondering whether you and Mr. St. John will be available 
when they are c ‘alled in, which I think will be tomorrow. We will see 
if we can get these people. 

Whom have vou called in, Mr. Noone? 

Mr. Noone. We have eailed in representatives of the Army, Navy, 
ind Air Force to respond to the specific questions raised during the 
testimony today. 

Senator Moopy. ] would suvvest, if possible, that we vet peop e 
from this Toledo depot who have command of it and, \ 

s necessary, get the people from the Detroit Automotive Tank Center. 

Mr. Noone. We would have to ask the Army representatives if they 
could have those particular individuals pre ent for testimony lo- 
morrow, 

Mr. GeERARDI. I couldn't tell you right now, Mr. Noone. Some are 


if you Teel it 


up 1n New York. some are up in Detroit. We might have some 
difficulty in locating them. 
Senator Moopy. Mr. Gerardi, would you come forward, Obvi- 
isly, some rather serious charees hay ve been mace here this mor 1 oy, 


1 don’t know whether you personally are familiar with them or not. 


Mr. Grerarpi. No, I am not, sir. 

Senator Moopy. I think in order to get to the bottom of this thing 
that the proper procedure would be to get not alone the responsible 
ranking oflicials of the procurement agencies in, but also to get in here 
the men who are directly responsible for the decisions which routed 
these contracts the way they were routed. I am wondering whether 
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we can ask you to do that. I don’t know who they are, although 
Colonel Heyer has indicated who they are. We want to know, for 
example, W ho it was that decided to give this contract to the Weiden- 
hoff Co. and we want to ask him to come in here with his records and 
his reasons for doing so. 

If Mr. Vogrin or Mr. DeLoria in Detroit merely aw on the 
recommendations and had no discretion in the matter, then, of course, 
it would not be necessary for them to be called. But we would like 
to know who it was that was responsible for that decision. They may 
have had a good reason. They may have a good reply. I am not 
prejudging it. But I am merely saying that we would like to know 
and have them come in with their reply. 

Do you suppose that is possible ¢ 

Mr. Gerarpt. That would be by tomorrow morning at 9:30? 

Senator Moopy. If possible. 

Mr. Gerarpi. I cannot guarantee it. They may be on leave. If they 
are, it will be difficult to get them here. 

Mr. Moopy. I understand. If it is possible to get them down here, I 
would appreciate it. I do think some rather serious charges have been 
made this morning, and I am certain the policy makers in the Air 
Force and the Army would want to clear them up. Secretary Pace 
and Secretary Finletter would have the same general reaction to this 
testimony that I have had, and they would be glad to go into this. 
This is a vast and complex operation they are trying to run. I am 
sure they are trying to do the best they can. If there are people who 
are making mistakes in the organization, let’s find out about it. 

I might say I think Colonel Heyer’s testimony has been very elo- 
quent on the point that some of us have been making here in the 
— on the need for passage by Congress of the McClellan bill, 
which is the bill for budget reform. ‘Too often in the past Con- 
gress h as taken the action on military budgets of making across-the- 
board slashes, which often cut into the bone and muscle, say, of the 
Air Force or of the Army. I notice that Secretary Lovett said that 
the ceiling put on it by the House would cost us thousands of tanks 
and would slow down the Air Force procurement. I seep that is un- 
doubtedly true. But we want to find out if money is being wasted. 
If Colonel Heyer’s testimony is borne out, here is $1 i 000 that could 
have been saved on this item. I know the Hardy commitee in Detroit 
took testimony to the effect that a hundred million dollars a year 
was expended unnecessarily because of the way automotive parts were 
procured. That is the sort of thing that we want to rgot out and 
eliminate without cutting down the strength of our Armed Forces. 

Mr. Heyer. I would be very happy, Senator, to testify at any time 
if I know a day or so ahead. I do have a lot of problems in my own 
business that T have to attend to, but I live in New York, so it is not 
hard to get down here. 

Senator Moopy. Will you be here tomorrow ? 

Mr. Heyer. I certainly will if tomorrow is the day, or the day 
after. 

Senator Moopy. We will recess this meeting until 2:30 and we will 
meet in room P-38 in the Capitol. 

I would appreciate your returning at that time. 

Also, I would appreciate having the other witnesses return, those 
who have not been heard. 
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I am sorry we have had to detain you so long, but, I hope it will 
not be too much of an inconvenience for you to come back this after- 
noon. If any of you are planning to leave the city this afternoon, 
if you will let me know, I will try to put you on as soon as possible 
so you can get your plane or train. 

The committee will now recess until 2: 30. 

(Whereupon, at 1:15 p. m., the subcommittee recessed, to reconvene 
at 2:30 p. m. ) 

AFTERNOON SESSION 


(The subcommittee reconvened at 2:45 p.m.) 
Senator Moopy. The committee will come to order. 
Colonel Heyer, will you take the stand again, please. 


TESTIMONY OF BENJAMIN F. W. HEYER—Resumed 


Mr. Heyer. Thank you, Senator. 

I have made a little chart here of my understanding of the way 
the procurement law is intended to operate and as far as advertised 
bids are concerned, the way the law is circumvented in my opinion 
by the technical evaluation. This merely pictures what I have said, 
and I know that you are pressed for time and I thought perhaps it 
could be introduced in the record, because it covers in one chart every- 
thing I have said as far as the steps that are taken is concerned. 

(For chart referred to is herewith inserted, see facing page. ) 

Senator Moopy. The net effect of this chart, from your conception 
of it, is that it means that any favored bidder can be given a con- 
tract by manipulation through the technical evaluation; is that 
correct / 

Mr. Heyer. That is exactly correct. I have shown the position 
that it has taken in importance. The Government must be protected 
in the matter of getting what it wants. In the upper chart we show 
the protection afforded. There we show the technical evaluator or 
Government inspector. This is after the contractor has received the 
contract. He discusses with the contractor and either accepts design 
or cancels contract. That is done when they look at the first produc- 
tion article. That is still in here, but they have moved that prein- 
spection, this preevaluation down, as I have shown it. 

(Discussion off the record.) 

Senator Moopy. Colonel, on schedule A (exhibit I, p. 22), you 
submitted a list of six bids on which you were low and then on which 
you were low to the extent of $271,105.10; is that correct ? 

Mr. Heyer. Yes, Senator, that is right. That is shown on the first 
page. 

Senator Moopy. In each case, in six of those seven cases, the award 
was made to a higher bidder and four of those cases the higher bidder 
was the Weidenhoff Co.; is that right? 

Mr. Heyer. That is right, Senator. 

Senator Moopy. The Weidenhoff Co. is a subsidiary of what 
company ¢ 

Mr. Heyer. The exact name I just do not have with me, but it is the 
people who make the Bowser pump. I think it is the L. F. Bowser Co. 
[ can get that for you tomorrow morning. I tried to call my plant, but 
I couldn’t get the information. 

99841—52—-No. 5———-4 
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Senator Moopy. According to your schedule A the successful bidder 
Weidenhoff on the bid for low voltage circuit testers was the seventh 
low bidder and was awarded the contract for $250,830, and your bid 
was for $134,100. That makes a difference of $116,730. Is that a com- 
mercial item that could be bought on the market? 

Mr. Heyer. It isthe equivalent of acommercial item. In our garage 
work we do not need to have cases to enclose this equipment because. 
it is not thrown around in trucks, et cetera. This unit also had an addi- 
tional electrical circuit to cover some of the larger starters and gen- 
erators that they have in vehicles in the Army, but otherwise it was a 
simple modification of a commercial item. 

Senator Moopy. The second item on this list you bid $290,875 for 
a bench test, Universal generator. You received part of the bid, as I 
understand it; is that correct ¢ 

Mr. Heyer. Yes, sir. 

Senator Moopy. _ Weidenhoff, who was the third low bidder, re- 
ceived the rest of it, an amount on which you bid approximately 
$200,000. They got if for $252,945. That represented a loss of $51,570 
to the Government; is that right ? 

Mr. Heyer. Yes, sir. 

Senator Moopy. Now, tester, motor driven distributor. 

Mr. Heyer. Incidentally, would you be interested in the reason 
that the bid was split like that? 

Senator Moony. Yes. 

Mr. Heyer. We were low bid on this item. It was one of the ex- 
amples of a restrictive bid. It was built so closely around the Weiden- 
hoff bid that nobody else could bid on it. We decided to get into this 
business. They had a million dollars on it at terrifically high prices. 
We agreed to duplicate the unit. Rossford sent down the evaluation 
team, thinking they couldn't duplicate it, but we did. They wanted 
complete delivery to start within 30 days. They said: 

We will give you a hundred of these units in order to get you started, but you 
will have to agree to let Weidenhoff get the other 225. 

Weidenhoff took the 225 at their bid price. We took the hundred 
at our bid price plus a 10 percent escalator clause which was $200 under 
the Weidenhoff price. We took a licking of $25,000 on designing this 
particular unit, but L was so mad at the time that we were low bid and 
they found a way to take it away from us that I wouldn’t have cared 
if we had built just one of them. We built them and delivered them. 

Senator Moopy. Colonel. are the same people responsible for steal- 
ing all these bids aw: y ¢ 

Mr. Heyer. I would say the same people are responsible for this 
group you see right here. 

Senator Moopy. Who are they ? 

Mr. Sr. Joun. That would be from the evaluation standpoint Lieu- 
tenant 7 ong and his group and from the procurement standpoint, I 
think this decision was made above the buyer’s level. It was at Mr. 
DeLoria’s level. 

Senator Moony. He is of the Detroit Auto Tank Center? 

Mr, Sr. Joun. He was with them; but he is now with Detroit 
Arsenal. He has been moved. 

( Discussion off the record.) 
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Mr. Sr. Joun. I discussed this particular negotiation with Mr. De- 
Loria myself and in view of the reduction in quantity they were able 
to work out a 10-percent redeterminatoin clause in the « ‘ontract, which 
helped a little. 

Mr. Heyer. Still way below Weidenhoff. That procurement is up 
again. We are again low bid on it. What we are wondering is 
whether we are to ‘be forced to submit a lot of technical information 
for the evaluators when we have produced the usable units and they 
have already accepted 96. We are waiting to see what will happen 
on that. That is on list C, some of the pending business (exhibit IT, 
p. 38). 

Senator Moopy. That is for the Universal generator? 

Mr. Heyer. The generator test bench. 

Senator Moopy. Here is an item for tester, motor driven distributor, 
on which you were second low bid, $16,720. It was awarded to 
Weidenhoff, the sixth low bidder with $27,819.90. Was that done by 
the same group of people?’ 

Mr. Sr. Joun. Yes. That was due to a restrictive specification. 

Mr. Heyer. That was under a patent that Weidenhoff had. We 
made a bid as did other people, but they were all thrown out on the 
basis of a restrictive bid. 

Senator Moopy. For a unit that would do the same work ? 

Mr. Heyer. Yes. Weidenhoff in the unit they made only made a 
small percentage of the total used in garages all over the country. 
We made 18,000 for the Ford Motor Co. that were satisfactory. 

Senator Moony. It does precisely the same work / 

Mr. Heyer. Precisely the same work. Some of them on the market 
were better than this. This had a little trick using three different 


colored neon tubes which were unnecessary. That was a Weiden- 
hoff patent. That was why nobody else could bid on it. <A lot of 
other pe ople besides ourse ‘Ives objec te Ya to this. dis here were two bids 


like that. 

Senator Moopy. This was a restrictive bid in your opinion ? 

Mr. Heyer. Definitely. That was an item I intended to bring up, 
hut now we have covered it. This restrictive specification is a very 
serious thing. There is no better way to see that one manufacturer 
vets the business when they write a restrictive bid, so only he can 
qualify. That is what happened also in the fifth item. . 

Senator Moony. Who are the oflicers of the W eae anew Co. ¢ 

Mer. Hever. I believe they are the officers of 1 e Bows * (Co. Wel- 
denhoff is a subsidiary of the Bowser Co. 

Senator Moopy. Bowser bought Weidenhof? out. did thev ? 

Mr. Herren. Yes: they bought the thing complete rieht after the 
ast war 

Senator Moony. Who are the oflicers of the Bowser Co. ? 

Mr. Hever. I don’t know that. 

senator Moopy. W he ‘re is th: il company locat — 


Mr. Heyer. They are out in the Middle West some place. I have 
no knowledge. I had no occasion to work w tht them. Weidenhoff is 
the only contact we have had. They are competitors, 


Mr. Sr. Joun. I believe they are in Chicago. 


Mr. Heyer. The information is easily obtainable. I can have it 
tomorrow. 


1 See exhibit I, pp. 22-23. 
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Mr. Noone. Where is the Weidenhoff plant ¢ 

Mr. Sr. Jonn. Algona, Iowa. 

Senator Moopy. Here is another bid for 20 distributors. You were 
second low, with a bid of $5,380, and Weidenhoff was the fifth low 
with a bid of $6,182.20. That is a small item. 

Mr. Heyer. It is interesting that it is 75 percent more money per- 
centagewise. That is a lot. 

Senator Moopy. What reason was given for that ? 

Mr. Heyer. It is the same unit. It is a completely restricted bid 
based on a patented product no one else could make. 

Senator Moopy. They wrote the bid in such a way that nobody else 
could bid on it ¢ 

Mr. Heyer. We made such a fuss with Ordnance about this that 
they decided they would have to revamp the specification. I under- 
stand they are now in the process of revamping the specification. In 
the meantime Weidenhoff got a lot of business on the basis of that 
restrictive specification. 

Senator Moony. Here is a bid for light, timing. 

Mr. Heyer. That is a timing light. That is a stroboscopic light 
that is used to stop the action of a flywheel on a running engine so 
you can see the timing mark and adjust the timing of the engine. It 
is a universal product made by a very large number of companies in 
a six-volt form. This particular item was 6, 12, 24 volts because of 
the different voltages you have in the military, and it was in a case 
and was special. Allen, a competitor, was invited months before to 
develop this unit. None of the rest of us were given this opportunity. 
When the invitation to bid on this item was received by us it referred 
to Allen No. 623 or equal, with no other specifications except of a very 
general sort. This Allen No. 623 was not a standard item, was not 
available at this time for inspection by prospective bidders. Obvi- 
ously, Allen had a great advantage over the rest of us since they had 
an approved unit and knew their costs. Apparently to be sure this 

“favor: able supplier” received the business, only 5 days were given 
us to develop, design, construct, and field-test our sample or else we 
were e Susinabe d. There were no other specifications. Five days was 
not enough to even get costs on the parts, let alone design it from 
the ground. 

Senator Moopy. What do the spec ifications say ¢ 

Mr. Heyer. They called for a timing light that would operate 
6, 12, and 24 volts. It was a complete engineering design with o. 
matic relays and everything else. We got ours » o days’ time be- 
cause when we want to do something, we do it. I don’t think any- 
body else had a sample. We were low bidders and we thought we 
were going to get the business. We checked up on it and they found 
out they were going to test it on a continuous basis. The unit is only 
used for 3 or 4 minutes on an automobile. They were going to put 
it on a life test for 1 week. This unit we designed at the time would 
not stand continuous operation because it generated too much heat 
for the type of ventilation we had in the case. But it would do the job 
it was designed for perfectiy. The reason they were going to make 
this test, they said, was in order to see what its life would be. We 
felt it was to eliminate us. Had this order been placed with the 
favored bidder, Allen, as schedule A shows, the taxpayer would have 
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paid $87,000 more, and Allen was fifth high bidder. We objected 
so strenuously that they canceled the item. 

It is now up again for bid. They are buying 10,000 more of them. 
This time they are allowing us 15 days to design the thing complete 
from the ground up, make a sample, and give quotations. We 
checked this morning to see if there was a chance to see a sample of 
the unit. What did they say, John? 

Mr. Sr. Joun. There is no sample at Rossford. It has been re- 
turned to Allen. 

Mr. Heyer. The only way we can meet their specifications 

eal dealer: Is this one of the Allen, or equi | bids # 

Mr. Heyer. That is right. 

Mr. Noonr. Would the Allen stand up under continuous opera- 
tion for 1 week. 

Mr. Ilnyrer. That is right. We could have made one had this re- 
quirement for continuous operation been indicated in the invitation 
to bid. They didn’t say so. 

Take a starter in a car for example. You can take a starter and 
operate it for years and it will work perfectly. You can take the same 
starter and run it for 1 hour and burn it up. It was a matter of 
bidding for the purpose needed. 

Mr. Noone. Did you think that was an unreasonable test / 

Mr. Heyer. We complained about it. 

Mr. Noone. Did the Allen unit stand up under that test ? 

Mr. Heyer. We have never seen the Allen unit. We went back and 
said that this was good for the job it was supposed to do. They 

canceled it. We did finally see the Allen unit. They said they would 
send us the copies of the specification. We got a rough specification 
of the Allen unit and we had 15 days to get asample. They are work- 
ing on it day and night now to get the sample out. This time it will 
meet the kind of test they want. 

Senator Moopy. Had you had any difficulties with any of these 
people yourself? You implied this morning you might not be too 
popular with some of the procurement officers because of the state- 
ments you have made before. 

Mr. Heyer. I don’t contact them, Senator. 

Senator Moopy. Had your company, or you, Mr. St. John, had 
difficulty with them before they began turning down your bids? 

Mr. Sr. Joun. No. Before they began turning down our bids 
we attempted to get business. We went out and contacted them and 
got the information we needed with which to make bids. When 
on this first group of bids we were low bidder, we were confident we 
were going to get that. It was a great shock and surprise to us when 
we found most of them were turned down. 

Mr. Heyer. There were no personal elements entering into this. 
Our business relations have been friendly. Colonel Long has been 
nice. Mr. Cole, who was formerly in the Department, and the rest 
of them, treated us as fine as they could. We still didn’t get the 
business we thought we were entitled to. 

Senator Moopy. How much stuff did you deliver in the Second 
World War? 


Mr. Heyer. Five million, two hundred thousand dollars worth. 
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Senator Moopy. Was any of that ever rejected? Was there any 
black mark against your company? Was there any reason why they 
should restrict your work ¢ 

Mr. Heyer. None whatever. Not only wasn’t it restricted, but 
there were people in the Ordnance Division who had been connected 
with this procurment who told them about our excellent reputation. 
Ted Smith told them. 

John, were they civilians or officers ¢ 

Mr. Sr. Jonn. He was a civilian. 

Mr. Heyer. He had been an officer. There was nothing they could 
have had against us that we could conceive. We think our plant 
and facilities are outstanding. It has to be in order to serve the 
customers we have right now. 

Senator Moopy. Do you have any other examples you want to point 
out / 

Mr. Heyer. Schedule C—do you have a copy of schedule C? 

Senator Moopy. I do. 

(For schedule C, see exhibit IT, p. 38.) 

Mr. Heyer. We have an example there in the second item down, 
“Analyzer, universal motor, Sun Model UDT.” I mentioned it once 
before. This isastandard commercial model. We know of no reason 
why it should be procured on a negotiated bid. There are quite a 
number of manufacturers who make similar units who could make 
them, and we do not know how we stand on the item. But we think 
that it would be interesting for the committee to investigate why an 
item like this is procured by the Air Force on a negotiated bid when 
similar items are procured by Ordnance on an advertised bid. 

Senator Moopy. This item was negotiated by the Air Force, was it? 

Mr. Heyer. Yes. It was negotiated by the Air Force. As a mat- 
ter of fact. all we heard about it was that shortly after our bid went 
in and we knew our bid was low because we knew that Sun felt they 
had this thing tied down 100 percent and nobody else would get 
approval, they put in a bid of around $800 a unit and ours was under 
$500. We knew we were the low bidder. We were asked to come up 
and negotiate. We found out from Captain Webb in the Air Force 
that this procurement was to be UDT-M, which Sun was bidding on. 
So we didn’t meet that. We asked what that was. Here the request 
was to bidon UDT. That is a standard Sun model. That was what 
we bid on. 

He said that there was some mistake in procurement, what they 
wanted was UDT-M. We asked for literature on it. We still haven't 
received literature on that. 

Senator Moopy. When was that ? 

Mr. Sr. Joun. Three weeks ago. 

Mr. Heyer. It still is pending. Asa matter of fact, now they are 
going to cancel the procurement or ask for new bids on UDT-M. If 
they do, I hope we will get a sample that the Government owns that 
we can put our estimators on and have at least 24 hours to estimate 
it, or maybe 2 or 3 weeks. They usually give you so little time that 
you cannot make a good estimate. 

Sun has their costs. In this particular case we will estimate it and 
we will make it just as well. We made some of these other units. 
When we finally got a sample to look at, we made them. We have a 
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commercial unit of our own that, with a slight modification, would 
do the job. 

Senator Moopy. How much does it cost? 

Mr. Hever. Our commercial unit would sell to the Government-- 
the list price on this particular unit is approximately $1,200. The 
Federal stock number shows a price of $975 for it. It should be built 
and sold at a profit for between $500 and $550 at the outside. - 

Senator Moony. That is your item or their item / 

Mr. Heyer. Our item, to do everything that their item does. 

Senator Moopy. Didn't you say your item sold for $1,200 4 

Mr. Heyer. List. In our selling, ordinarily we have a 30 percent 
discount to the jobber and a 20-percent discount to the zone distrib 
utors. There are 45 percent distribution costs which cover training 
and selling and everytlring else in our commercial product, none of 
which is necessary for the Government. In other words, you cannot 
put selling expense in a Government contract, not to any such extent 
as that. So we quoted it on a delivered-from-the factory door basis, 
which was what the bid called for. 

Senator Moopy. You quoted how much 4 

Mr. Heyer. $475. 

Senator Moopy. How much was their bid 2 

Mr. Heyer. We don’t know. It is a negotiated bid. That is the 
point. We could have been eliminated, I think, on the basis of the 
mistake in procurement, although this is something I can make a 
supposition on, if Mr. St. John hadn't accidentally found out that 
they wanted a different model and Sun bid on a different model. Ac 
cidents can happen but if we hadn’t found out about that, we would 
have been eliminated. The report would have gone through that 
Heyer doesn’t meet it. The first thing they said was, * You don’t meet 
the specification.” 

We said, “Yes, we do.” 

“You do not have a 6—-12—24 timing unit.” 

Mr. St. John said, “It doesn’t call for it. The Sun has only a six. 
It is a commercial item.” 

That was how we found out about it. 

Probably we will now have another chance to bid. I hope we will. 

Senator Moopy. When you say, “bringing it out in the open,” you 
mean in these hearings or previously / 

Mr. Heyer. When we brought it out in the open as to the mistake 
in the bid, the UDT, which we bid on, was called for in the bid. Sun 
apparently bid on the UDT-—M, which was what they wanted in the 
Air Force. Why we were asked to bid on something they did not 
want, I cannot tell you, Senator. 

Senator Moopy. You have made a number of very interesting and 
I would say, very serious charges, and I wonder if you would mind 
if you have completed your detailed testimony, summarizing these 
various practices to which you have objected, just so we can get into 
a capsule form this situation. 

Mr. Heyer. The technical evaluation is the first thing we think is 
unnecessary on the majority of the types of bids that we have been 
talking about today. 

My recommendation on that is that the technical evaluation be 
eliminated where the bidder is considered qualified to build a product 
and has agreed to meet the specifications or duplicate the item referred 
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to on a more equal basis, preproduction sample, for inspection of 
production. That is sufficient to protect the Government on the 
design and quality. 

That is my first recommendation. 

Senator Moopy. Your first recommendation is that they eliminate 
the technical evaluation, and you are making that ree ommendation 
because-of your experience in this previous case on schedule A; is that 

right? That was where the Government paid nearly double for this 
si. 

Mr. Heyer. That is right. I make that recommendation because it 
puts too much power in the hands of a technical evaluator who may 
not be qualified on the matter. It changes the whole system of pro- 
curement and it puts us to a tremendous amount of extra expense. I 
figure out of the 875,000 that it has cost us since Korea to get $500,000 
worth of business, at least half has been wasted. How much the Gov- 
ernment has wasted on this technical evaluation, I wouldn’t know. If 
it isn’t necessary, why have it? There is plenty of work to do on 
things that do require technical evaluation, as you mentioned this 
morning. 

On this same subject, my second recommendation is that where 
technical evaluation is considered necessary, no qualified bidder may 
be eliminated for technical reasons in favor of a higher bidder without 
the aflirmative recommendation of a disinterested reviewing board or 
procurement officer and that the low bidder be allowed to argue his 
case with the technical evaluator before this board. 

If anvbody in his right mind—and we have plenty of them, I am 
sure—had sat in on this thing, this would never have been said : “Let 
the people pay $116,000 more because these people made a minor 
mistake in the drawing.” 

They agreed to meet the specification. Ultimately they would get 
what they wanted. The technical evaluator wouldn’t have brought 
the question up. Knowing we wouldn’t have a chance for rebuttal 
and it would go in direct, it was a simple matter to give the business 
to the high bidder. 

Senator Moopy. And sweep it under the rug. 

Mr. Hever. We were lucky to find out what happened. 

This puts a tremendous amount of power in the hands of a person 
who is comparatively poorly paid and who could very easily be influ- 
enced by gifts, friendships, or anything else. It just screams for 
corruption. Here is a man who can make a technical suggestion that 
the procurement man can never question. He doesn’t know enough 
about it. He sees it won’t work because this panel is a fifth of an 
inch long, and to him that means: Let’s not buy the thing. I think 
the Government wants to buy right things as reasonably as possible. 
That is the spirit of the thing, not to try and buy it that way. 

That was my recommendation so far as the technical evaluation was 
concerned. 

The next one is when the Smith Co. model X, or equal, is offered, 
which means that Smith’s model X, or equal, is the specification, that 
is What you have to make. 

Senator Moopy. In that case, you want to have access to the model 
in order to be able to bid on it. 

Mr. Heyer. On all bid invitations calling for some one supplier’s 
model number or equal, the procuring agency should be obligated to 
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make available to estimators at some Government installation a 
sample unit with all catalog information. Also the manufacturer 
of the unit or the procuring agency should be obligated to furnish 
specifications not available from the samples, such as type of steel, 
number of paint, tolerances and close-fitting parts, et cetera. ‘That 
is not an unreasonable thing because then the specification, instead of 
being a book or a pile of books, as I showed this morning, becomes a 
unit. We don’t have to go around and borrow or buy one. 

k had to pay $1,000 for a secondhand test bench to bid on it be- 
cause there were none available that I could get to bid on. ‘That was 
the test bench deal where we only got a hundred out of 825. You 
cannot get the equipment in time. It may have a motor in it and 
you cannot decide what kind it is. Somebody has to say it is a 
quarter-horsepower motor, or something like that. 

Senator Moopy. What you are saying is when they put a specifica- 
tion or equal—— 

Mr. Heyer. Not a specification, but a model number of some com- 
petitive unit. 

Senator Moopy. A model number of a competitive unit— 

Mr. Heyer. There is no specification. 

Senator Moopy. There is no specification / 

Mr, Heyer. That is the specification. 

Senator Moopy. So then you have to go out and find out whether 
you can design and build a piece of equipment which is identical to 
that other piece of equipment without having it at your hand in order 
to be able to tell whether you can do it or not. 

Mr. Heyer. Yes; we have to have something to go by. Mostly we 
work from catalog pages. Here is an item that I had to bid §$ $200,000 
on. All we had to work on were these pictures. We were low bidder, 
too. We would undoubtedly be disqualified because we couldn't give 
them enough specifications. 

Senator Moopy. You feel if you had the specification, you could 
build them and bid on it? 

Mr. Heyer. Definitely. Yes. A half dozen manufacturers could 
build it. 

Senator Moopy. There is one thing I would like to question Colonel 
Heyer about before he gets through. 

I will do it when I come back. 

(Senator Moody left the meeting room.) 

Mr. Noone. Colonel, do you have any other recommendations on 
procurement procedures ¢ 

Mr. Heyer. Following on this one, we just discussed, where a com- 
petitive manufacturer’s item is put up as the unit—and I might say 
this: It isn’t a hundred percent where you cannot see the sample. I 
stated before that in the case of the Navy they always seem to have a 
sample that you can look at and some Air Force items we bid on, 
some Air Force items for electronic equipment. We have been able 
to send out men to an air depot and they have been courteously treated. 
Kngineers were there to help them. So they can estimate on them. It 
seems to be only unusual on certain of these items that we are talking 
about here. Why, I do not know. The additional recommendation 
I would add to that is that, if the low qualified bidder agrees to dupli- 
cate the iicm referred to, that is where they are specified by model 
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number of a competitive unit, no further information be required from 
the buyer and the acceptance of the product be left to the inspector, 
where it belongs. : 

The reason I say that is this; here is an item which I am competent 
to build and which maybe a half-dozen other companies are compe- 
tent to build. I made an item. I went out ona limb. I might lose 
$25,000 on it if [ estimated it wrong. I am low bidder. I am quali- 
fied to make that bid and produce the article. There isn’t any problem 
about whether I will meet it or not because I will duplicate it. 

I finally laid my hands on one of these. If I get the bid, I will 


duplicate it 

bn the other hand, this technical evaluator might send me a letter 
like the one I read this morning and he might want a lot of informa- 
tion on it. In order to get that, I have to buy this unit which costs 
$700 and answer the questions which I would have 5 days to do it in. 
There is no question in anybody’s mind that we can duplicate it. 
Why should we be put to that expense? I could spe nd $5,000 to $4,000 
getting technical information on this and then find out I don’t get 
the contract. 

I can make that unit. 

Mr. Noone. Have you made that particular unit before ? 

Mr. Heyer. Very similar types. When they do take an item which 
is on the market, and design for it has been worked out, then it is a 
matter of whether your plant can build it. If they had a specification 
for this of a general nature, for instance, it might say this unit will 
have to be able to magnetize all types of magnets in the field up to a 
certain amount of magnetism in such a length of time and must not 
weigh more than so much, then you would have to submit specifi- 
cations and have a technical evaluation. 

Suppose you want to bid on it and you say, “I will duplicate it.’ 
That is up to the inspector to see if you can duplie ate it. If you are 
able to make plastic parts, you should be able to duplicate it. But if 
someone says, “We want an ash tray that will take all sizes of cigars 
and it will do this or that,” then you have to evaluate it. 

But when you say, “I want this, you make this sort of thing,” and 
you say you will duplicate it, that should be sufficient. 

Mr. Noonr. There would also be the situation where a company 
that had not previously made this item or anything like this might bid 
low; don’t you concede that in that situation there should be a technical 
evaluation ? 

Mr. Heyer. A technical evaluation of the plant and the facility, 
the responsibilities of an organization—that is always done. It is 
in that list that I showed there. It is absolutely necessary. We are 
not talking now about a technical evaluation of the plant or the organ- 
ization. We expected to have that done. We are now certified by 
all the services to make certain types of equipment and financially, too. 

If 1 am making this kind of equipment, and I have a plan to make 
it, and Tam low bidder, I might lose my shirt, but that is my fault if I 
bid it that low. Asking me a whole lot of details about this when 
they know I can make it, that is wasting the Government’s time and 
my time. 

Mr. Noonr. If that is the test, if they know you can make it, there 
shouldn't be a need for technical evaluation—is that what you mean? 
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Mr. Heyer. The +y came to see us before we got all these bids. We 
have a far better plant and force of people than Weidenhoff, al- 
though Weidenhoff is a part of this Bowser plant and has tremendous 
money behind it. They don’t have as good a plant and people as we 
have. There is no doubt about our ability to make it. They gave us 
a very good write-up when they went bac x, 

My recommendation is that the negotiated bid invitations should 
be used on where a legitimate Government purpose is served and not 
as a device whereby favored sup ypliers may be assisted. 

In aioe words, I read the law just this morning, I don’t remember 
just how it went. Mr. Shipley, my attorney, pointed out that this 
law is rather definite as to what you use negotiated bids for. ; 

My. Suopiey. Mr. Noone is familiar with Public Law 413. The 
spirit of it is the thing shall be procured by advertisement unless it 
falls within a specific exception in the statute. 

Mr. Hever. None of our units come under the exceptions. 

Mr. Surptey. No. 

Mr. Noone. They have greatly broadened authority to use nego- 
tiation in this emergency. 

Mr. Surrey. Yes. 

Mr. Noone. The other is the use of a restrictive type of speci- 
fication. 

Heyer. Which I think is seriously abused. I don’t think I 
would have a fight with the services about that. They like to get 
away from restrictive specifications. I found that to be their atti- 
tude. I think restrictive specifications should be prohibited where 
military requirements are not involved or where standardization is 
iot considered i necessary. 

When you have a restrictiv e specification, suppose you are making 
guns, you have to have them all interchangeable, and you cannot fur- 
nish a different stock on a gun because you happen to have a machine 
that makes them. ‘They have to be the same. They give you a com- 
plete specification, and you bid according to that. They just meow 
your plant, and if they think you can make it, they let you make 1 
Then the inspector says whether or not you have met the spec fic a- 
tion. That is all right. 

You don’t vet that in many of these th ines. In most of th e things 
there is no such thing as a complete set of drawings on ther m. They 
shouldn't resort to this restrictive type of specification, certainly where 
there is a half - n manufacturers making acceptable products. It 
looks bad to me if it isn’t necessary. 

The other was the cancelation privilege. It may be necessary oe- 

casionally to cancel out a procurement after the bids are all in, and I 
weieaeaiianiad re some reasons for it, but it is something that shouldn't 
be done at the whim of a buyer because of some reason that isn’t 
a good reason, | think it is something that should be revit wed with 


some consideration given to the money it takes small business to pro- 
cau e samples, make estimates, and have people travel. 

Here we have four bids totaling $470,000. On two we were low. 
Two were negotiated, so we didn’t know how we stood. We find it 
costs us $4,250 just to estimate those jobs and make some san ples 
That is what it cost us. They just canceled them, no reason given. 
Some of these are bids we already referred to. One of these is the 
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timing light for $154,000. Two others were Air Force bids. Another 
was an ordnance bid. 

My recommendation is simply that some curb should be put on can- 
cellations. If you can just get a second party in on these things and 
particularly if it is something that is reviewed by an officer instead 
of being left entirely up to one person, it would stop a lot of abuses, 
I think, and they should realize it costs money to get out these bids. 

That covers the complete story as we have it here, and.I cannot 
think of anything else. 

Can you? 

Mr. Suipetey. It may be useful to Mr. Noone and to the committee 
if you pointed out the percentage of business that you did in World 
War II and the amount of Government business you have been able to 
do, making every legitimate and best effort up to now. 

Mr. Heyer. We have done so far 7 percent of our total volume in 
Government business. During World War II we did 66 percent Gov- 
ernment business and the balance was considered essential to the war 
effort. It was all maintenance equipment of various kinds. You 
might say a hundred percent. 

Mr. Noonr. This 7 percent figure relates to the period since Kore: 

Mr. Heyer. Yes. We spent $75,000 just in contacting aateniine 
work, drafting, field contacts, samples, legal assistance, and all that 
sort of thing, which was a lot of money. I think it was twice as much 
as it would have been if we hadn't had to do so much fighting to try 
to get some of these bids. Actually this $75,000 was only 4 percent of 
the invitations we were low bidders on. Since we lost so many of them 
for various reasons, as I described, it came out to 15 percent of the 
contracts we received, which makes it very heavy. I can say we have 
lost a lot of money on our Government business so far. 

In addition to that, our plant’s employment is half normal. It is 
difficult for us to see why our plant employment should be so low 
when Bendix is only about 10 miles or so from us and is running at 
three or four times their usual civilian volume. We are running about 
half our total business. They are taking people away from us right 
and left. In fact. they would like very much to take over my plant. 
They would like to take the business, the people, the plant, and the 
organization and everything. 

There must be something wrong with the distribution of contracts 
if that is the case. We took it up with them and they have been very 
decent about it. They will now give us some subcontracts which will 
keep the people in our plant and keep our plant busy 

Mr. Noone. I think you stated your employment figures earlier, 
but could you summarize those again for the record ? 

Mr. Heyer. Our average employment for the $3 million volume was 
3500 people. We now have 150. We will shortly cut down from that. 
We are operating at break even or below. 

The only thing that keeps us going is not Government contracts, 
but we have some nice civilian business and we have been able to get 
all the material we need, lately, at least. The problem is not alto- 
gether that. 

I heard somebody else talking about the same thing this morning. 
You have an organiz: ition. These people are union members. They 
have seniority. They have veen with us for years, They know our 
product. We have a responsibility to keep them busy. In our case 
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they may be able to get another job at some distance. It seems too bad 
that we should have our plant idle while these other plants are build- 
ing new buildings, using steel and people’s time and everything un- 
necessarily. Had we had these orde rs, on Which we were low bidder, 
we would have had full-time employment in our plant 

We are not complaining about anything except we felt we didn’t get 
treated quite as we should on the units we were low bidder 
on. We bid our Government contracts at about a 25 percent 
gross. Our civilian business costs us 40 percent gross in our type 
of business to come out and make a small profit. By supporting our 
overhead with our civilian business, we can take Government busi- 
ness at a lower figure, which is as it should be. Most comspamnice lo 
it on that basis, but when seaeiede wants all this extra technical 
information and we hi ave all these cancellations, and things like that, 
15 percent out of our 25-percent gross has already been spent just for 
contact work. So we are obviously operating at a loss on our Govern- 
ment business. That shouldn’t have been over 4 percent. If we hada 
streamline procurement organization, it would have been 2 percent. 

Mr. Noone. You operate on one shift ? 

Mr. Heyer. One shift. During the World War II we operated on 
two shifts. We are operating about one-third of one shift capacity or 
one-sixth of what we could do in two shifts. 

Mr. Noone. Before you go, Colonel, 1 would like to review these 
exhibits to make certain that we have them. 

Your first exhibit was a two-page summary. 

Mr. Heyer. That is right. 

Mr. Noonr. Another exhibit was a letter stating the engineering 
raluation. 

Mr. Heyer. We call schedule A and B together the first exhibit. 
That is summed up on this line here. 

Mr. Noone. We did refer to a letter on the engineering evaluation. 

Mr. Sutetey. That was a memorandum of a telephone call. 

Mr. Heyer. It is a copy of a telephone conversation which we have 
not yet received confirmation of. ‘This was taken down from the 
telephone. 

Mr. Suterey. They can have it. 

Mr. Heyer. Yes. 

Mr. Sr. Joun. This is my report to Colonel Heyer on the telephone 
conversation. 

Mr. Noone. The third item was a summary of outstanding invi- 
tations. 

Mr. Heyer. That is right. Schedule ¢ 

Mr. Noone. The fourth item was the Government low bidder pro- 
curement procedure. 

Mr. Heyer. That is right. 

Mr. Noone. That completes our record, then. 

Mr. Heyer. There was something else asked for. 

Mr. Suipiey. The letter that you had no response to that was writ- 
ten a year ago. 

Mr. Heyer. That is this letter. This is the one on the low-voltage 
circuit tester replying to their comments. This is what we have of 
their comments and this is our reply to that. 

Mr. Noonr. May we have copies of that ? 

Mr. Heyer. We will be very happy to let you have them. 


a 


e 
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Mr. Noonr. Thank you very much, Colonel. You have been very 
helpful and very constructive. 

Mr. Heyer. I want to thank you and the Senator very much for 
letting me appear here, and I hope something constructive will come 
out of this. 

(Senator Moody returned to the meeting room. ) 

Senator Moony. Colonel, I just w anted to ask you one more ques- 
tion. I had to answer that roll call. 

Where is your plant loc: sagt 

Mr. Heyer. In Belleville, N. J. 

Senator Moony. You have been having difficulty getting war con- 
tracts, have you not, defense contracts, as you have been testifying 
this morning? 

You are located fairly close to Bendix Aviation 4 

Mr. Heyer. About 10 miles south. 

Senator Moony. Have they been getting Government contracts 
with more facility than you have ! 

Mr. Heyer. I would say their volume must be three or four times 
what it was prewar. They have been putting up buildings and put- 
ting on other shifts and taking over half of Teterboro Airport to park 
the cars of the people who are working there. They have been taking 
a lot of our people away. 

Senator Moony. Don’t they make the same kind of items you make? 

Mr. Heyer. Not exactly. They make generators and instruments 
for aircraft. 

Senator Moopy. I understand that. 

Mr. Heyer. They do make some test equipment and as a matter of 
fact they tried to buy our plant and everything we had, a while ago. 
I went to see them and asked why they should do that. “We don’t 
want to lose our business. We can take some contracts.” 

We didn’t have too much success at first, but recently they gave 
us $70,000 worth of test contracts making hydraulic test equipment, 
which they normally would have made there. It is a small amount, 
but we are happy with it, and we hope it will develop into more 
business. 

Senator Moopy. Mr. Gerardi, who was here this morning when you 
testified about the Detroit automotive tank center and Rossford ord- 
nance people, is now trying to get in touch with the Army people who 
were responsible for the policy “that you were critical of this morning. 
We are going to try to have them in tomorrow at 9:30, and we would 
appreciate it if you came back tomorrow morning. I would like to 
have you on the stand at the same time these officers are on the stand. 
We would like to find out what the reasons are. 

Mr. Heyer. I would be glad to appear whenever you want. I 
appreciate the opportunity to testify. 

Senator Moopy. Thank you. We are very glad to have vou here. 

Mr. Bock. : 

Mr. Bock. Here. 

Senator Moopy. Do you solemnly swear in the testimony you are 
about to give this committee, to tell the truth, the whole truth and 
nothing but the truth, so help you God ? 


Mr. Boc K. I do. 
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TESTIMONY OF HENRY BOCK, AUTO CITY PLATING CO., DETROIT, 
MICH., ACCOMPANIED BY RAYMOND SHOCK 


Senator Moopy. Will you give your name and company location. 
et cetera, please / 

Mr. Bock. Henry Bock, Auto C ity Pl: ating Co., Detroit, Mich. We 
are a Michigan corporation. We have been in business since 1923. 

Senator Moopy. What are your principal ceiaehat 

Mr. Bow KK. Production finishing ot automobile parts, normally. 

Senator Moopy. Have you ever done any defense work ¢ 

Mr. Bock. Yes. sir. We did about $5 million worth during World 
War IL. 

Senator Moopy. Five million ? 

Mr. Bock. Yes, sir. 

Senator Moopy. What is the status of your company now ‘ 

Mr. Bock. We have some war work. I would say about 5 percent 


of our volume, which is running about $3 million a year. We are 
dependent solely on the automotive industry. Of course, as you 


know, right now that isn’t so hot. We consider that we are going 
through a critical period with the competition the worst we have ever 
experienced. Due to the shortages of critical materials, for instance, 
copper and nickel, which are our main items of use, that automatically 
cuts down our field of operations. Of course, with the reduction in 
the production of automobiles, that cuts down our field of operation. 

There are a couple of other factors that enter the picture, and 
those are the reasons that I am down here. 

During World War II the Government installed, with public funds, 
plating equipment and set-ups at several places. At the termination 
of World War II that plating equipment was sold at close-out prices, 
so that anybody and his brother who had a few dollars went into the 
plating business. 

Senator Moopy. These were Government-operated plating estab- 
lishments during the war? 


Mr. Bock. That is right, sir. That isn’t even the most critical 
point. The thing that we just cannot understand now is why the 
Government is going into the plating business directly. i have 


specific reference to the installation at San Antonio. 

Senator Moopy. Kelly Field? 

Mr. Bock. Yes. ‘They are doing the kind of work that our com- 
pany did during the war. They are salvaging worn engine cylinders 
by using porous chrome plating. 

Senator Moopy. You did that during the Second World War? 

Mr. Bock. We were one of five or six private companies that did 
that type of work. 

They also did it at Kelly Field during the war, but there were five 
or six others of us who did it in addition. 

Senator Moopy. Did you do it to repair engines from Kelly Field 
or did you take Selfridge Field business, or what 

Mr. Bock. I don’t think it makes a lot of difference. By that I 
mean we don’t know actually where they came from or where they 
went. 

Senator Moopy. It would make a difference, wouldn’t it, on how far 
they had to ship the engines to be repaired ? 
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Mr. Bock. It could make a difference, but for the amount of money 
that the Government spends, tax money, our money, for putting in 
those facilities, they could put in a lot of money in freight to handle it. 

Senator Moopy. How much do they spend ? 

Mr. Bock. I have a copy of a letter which was written from MCMM 
to MCP dated the 4th of April in which it quotes that the total expend- 
iture for equipment to modernize both plate and facilities would not 
exceed $650,000. If I may give you just a little more history 

Senator Moopy. I wish you would. 

Mr. Bock. As I say, we and other companies were in on this during 
World War II. We received our cancellation, I believe, in May of 
1945, together with all the other civilian producers and all operations 
of this nature were confined to Kelly Field. We didn’t complain or 
criticize at that time because we were very happy to resume normal 
civilian production, although we did make efforts at the termination of 
the war to secure porous chrome plating business. When none was 
available we disassembled the set-up which we paid for ourselves and 
went back to our normal civilian production. 

We contacted Wright Field regularly regarding the use of porous 
chrome plating. It took us several months even to find out anybody 
down nes or to find somebody who would talk to us about it. We 
finally found a man down there who was interested in the thing, but 
in sort of a lackadaisical way. If anything comes up, they would get 
in touch with us. They told us they knew that we did a good job, 
and that sort of thing. 

After Korea the program got hot, and they were coming out with 
new specifications on this type of plating. I contacted by personal ¢ all 
or by phone regularly two or three times a month to note any develop- 
ments which might be coming up on this thing. We were assured 
that if they did come up, as a previously good supplier, we would be 
contacted. Well, we received an inquiry from Wright Field early 
this year for 12,000 cylinders. When we got the inquiry, I immedi- 
ately went to Wright Field to find out some more details about it, 
what the thing involved, and we were told that that was a temporary 
situation. They wanted 2,000 cylinders a month for 6 months until 
they could expand their facilities at Kelly Field to take care of this 
work. So to produce 2,000 cylinders a month for 6 months, it would 
involve an outlay of about $200,000 on a contract which would call 
for about $600,000. So we bid on a small percentage of the 2,000 a 
month, based on the equipment that we had and what we could sub- 
contract in the way of some grinding that was necessary and some sand 
blasting and stuff like that. 

Senator Moopy. How many did you bid for? 

Mr. Bock. I submitted alternate bids, Senator, on the basis of 250 
a month, also on the basis of where we would reinstall our cylinder- 
plating equipment, and subcontract the blasting, grinding, and so 
forth, and also on the basis that the ( rovernment would loan us one 
honing machine with a micromatic head. 

Senator Moopy. On how many of the 2,000 did you bid? 

Mr. Bock. We bid on 250 on that proposal. 

On the proposal I also said if the piece price as shown on page 1 
is based on a volume of 1,000 cylinders per month minimum on a 
permanent production basis, we would be willing to install all the 
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necessary equipment to produce this work at our expense, assuming 
we could obtain a certificate of necessity. 

Senator Moopy. What you are saying is that the Government is 
putting in its own facilities in the Government plant at Kelly Field 
for work which you could do in your plant? 

Mr. Bock. Yes; and we have received letters from the Air Force 
commenting upon our work and thanking us for our contribution, and 
incidents lly one which would save the Government millions of dollars. 

Senator Moony. How could you save the Government millions of 
dollars? 

Mr. Bocx. These cylinders are worth several dollars each, and our 
last price to the ¢ tovernment for porous chrome-plating is $28 apiece. 

Senator Moopy. Do you know how much it costs the Government 
to do this job at Kelly Field? 

Mr. Bock. I have in my notes, Senator, some of the answers you 
might get from the military, on what their answers would be only on 
the items of cost. 

However, there is no basis of comparison, because they are the only 
ones doing it, outside of the 12,000 order placed recently at Olean, N. Y. 

Senator Moopy. You say this 12,000-piece order was placed at 
Olean, N. Y.? 

Mr. Bock. Yes. 

Senator Moopy. The one you are presently talking about? 

Mr. Bock. Yes, sir. 

Senator Moopy. Was it placed on a temporary basis? 

Mr. Bock. Yes, sir. I had also done it during the war, and he was 
one of the sources. 

There were two of us in Michigan, namely, Doehler-Jarvis being 
the other one. 

Senator Moopy. Your protest, then, is simply that you can do things 
which the Government should not or cannot do as well ? 

Mr. Bock. Well, yes. I know when you buy trucks or hospital beds 
or stoves or anything else, the Government usually buy it from some 
one or more facilities who are specialized in making that equipment, 
but this is a special type of finish. 

Senator Moopy. This is specifically a special type of service proposi- 
tion ? 

Mr. Bock. It is specifically a service proposition, yes, Senator. 

You might put our company in the position of a tailor, or an auto- 
wash establishment, I mean, where something is to be worked upon, 
and out it goes, but as I say there is nothing basically special about 
that sort of thing, but ours is a special type of finish. 

Senator Moopy. The Air Force Committee said there is a definite 
need to have this source close to the generative lines and while spas- 
modic in nature I think there are usually emergencies coming up in 
the shop involving a number of items. The quantity required is of 
such amount that it would be uneconomic to let such work on contract, 
to quote them, and do you have any comment on that? 

Mr. Bock. Yes. The type of work to which I am referring, porous 
chrome plating, I understand there is about 4,000 cylinders a month 
involved, and I can’t be sold on the idea that that is of spasmodic 
nature. The fact that 150,000 have been done, that is the volume 
that has been finished—— 
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Senator Moopy (interposing). Since when? 

Mr. Bock. Oh, I’d say since World War II. 

Senator Moopy. That would not include the number done in World 
War II? 

Mr. Bock. I don’t think so. Of course, we don’t have all the figures. 
All I can quote is from what I was told there, and in other places. 

Senator Moopy. The committee will check that up. 

Mr. Bock. This porous chrome set-up is a marvelous thing, Senator, 
and it does save the Government a lot of money, but I still don’t think 
they go far enough. It has been used exclusive ly in the salvage of worn- 
ouit cylinders, and it could likewise be applied to new ones—as a-matter 
of fact Wright Field was sold on the idea, but they can’t sell the idea 
to their vendors. 

They are buying their engines on a performance-test basis, and when 
they put this idea to them the suppliers tell them, “If we are going to 
have to supply them to you on a performance-test basis, if we adopt 
this it will cost you more money. 

Senator Moovy. You feel you could perform this job as cheaply as 
the Army ? 

Mr. Bock. Yes. 

Senator Moopy. Except if they are located near there, and the Air 
Force can bring them in on a spasmodic basis and have a standing 
order with them to do this work, that might be a reason for it, do you 
think ? 

Mr. Bock. Let me make this one observation, Senator : 

Our plant is one of the largest in the industry, and $650,000 for 
modernizing a plant to do this work is an awful lot of modernizing. 

Now, the average plant in the United States, I would say, is about 
a $100,000 concern. 

Mr. Suock. Not over that. 

Senator Moopy. Not over that ¢ 

Mr. Bock. That’s right. 

Senator Moopy. But, you are saying if it is a steady job, the one on 
which you are bidding, the Government is better off to have this work 
done by private industry ¢ 

Mr. Bock. Yes, sir. 

Senator Moopy. That is a very interesting point of view, and we 
will certainly see the military about it. 

Mr. Bock. Well, I would like to point out this one further thing, a 
$650,000 wortlr of equipment in private industry should produce ap- 
proxim: ately $3 million a year sales, with a taxable return of about 
$300,000 at current rates, and the Government could well afford to 
put this work in private industry, and of course recover it a lot sooner 
than operating the business itself. 

Senator Moopy. We would like to hear what the Air Force has to say 
about this. 

Mr. Bock. There is another thing, too. 

We are struggling, as I said, to stay in business; and I’m speaking 
now of Government installations in general, of which there are many 
inand around Detroit. 

By that I mean that it seems every Air Force contractor who gets a 
contract to build some item, automatic: illy gets facilities for plating, 
and these fellows are in a position to offer nice, fat salaries to technical 
men to come with them and run these installations, and the only source 
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of obtaining them are from plants such as ours who are handicapped 
by the lack of such production business. 

Senator Moopy. In other words, people who are about to build air- 
craft set up their own shop to do the same thing you are doing and, 
then, they take your technical men away from you? 

Mr. Bock. That’s right, Senator. As a matter of fact, we have three 
of our key personnel who are on the verge of quitting because legally 
we cannot give them any more money. 

Senator Moopy. Now, could youre pli ice those people ¢ 

Mr. Bock. Yes, you could replace them, Senator, but after all the Vv 
have been with us several years. It would not be an = olute replace- 
ment. Oh, we could buy brains, but we could not buy the intimate 
knowledge they have of operating our plant. 

Senator Moopy. Could you pay new people higher on the same job? 

Mr. Bock. I don’t know. 

Mr. Noonr. What is your present employment ¢ 

Mr. Bock. It’s 280. 

Mr. Noone. What is your normal figure of employment / 

Mr. Bock. It is 280 now, but that is going out. Automotive produc- 
tion is running out. 

Senator Moopy. What do you mean by that ¢ 

Mr. Bock. The 1952 stuff is running out, and the current models 
don’t have that much chrome plating. 

Senator Moopy. Perhaps, in order to get the Government to agree 
to allocating enough steel to build enough cars, they have to agree to 
cut down the bright work ¢ 

Mr. Bock. That’s right. 

Senator Moopy. And you do make the bright work / 

Mr. Bock. That’s right. 

Mr. Noone. How do your sales compare to a year ago? 

Mr. Bock. They are off 30 percent, and our profits are off 85 percent. 

Mr. Noone. You feel the Government is now investing $650,000 in 
the shop at Kelly Field which it does not have to invest, but that it 
could invest that money in Detroit for the same work ¢ 

Mr. Bock. Yes, sir; and I'd like to quote a little portion from the 
same letter: 

To M. C, P. from W. M. M., April 4, 1952. This change of rectifiers will increase 
the capacity. However, this will only accomplish 50 percent of anticipated re- 
quirements 

Mr. Noone. That is at Kelly Field? 

Mr, Bock. Yes, sir; and to my thinking, if they are going to do 

2,000 now and 4,000 later, why don’t the ry do 1,000 now and let priv ate 
eaiebe do 1,000 and then, when it goes up to 4,000 & month, let 
private anes be in a position to handle 2,000, 

I mean that they could step up the facilities from 2,000 to 4,000 
a month with a lot more ease than they could with a brand new source. 

Senator Moopy. Who handles that in the Air Force / 

Mr. Bock. I don’t know who would handle that. 

The only one I know, from whom we got the inquiry, is over the 
signature of Lt. James R. Kerr. 

They change around so often I doubt whether or not be is there 
now, 

The actual negotiations were handled by two captains, Captain 
Burkot and Captain McFarland. 
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Senator Moopy. McFarland ? 

Mr. Bock. Yes; and another thing, it would seem to me it would 
come from a source other than Procurement. It seems to me, if it 
is a question of procurement, that it might come from a higher level 
than the captain who does the negotiating. 

Of course, we could dwell on the labor situation, but you probably 
wouldn’t want to hear that, but I could point out to you the two men 
from San Antonio who inspected our plant and before our shopman 
the statement was made that labor is hard to get. 

Senator Moony. Here is a case where business, which could go to 
you in Detroit, which has shortages of labor, and which you could 
handle, is taken away from you and given to a Government operator 
now at Kelly Field? 

Mr. Bock. That’s right, Senator, and if this thing were thrown to 
private industry on a competitive basis, and of course if the guy in 
San Antonio had a set-up wherein he could bid competitively against 
us, necessarily he would have the advantage of being that close. 

Senator Moopy. Your indication there, is that the location of those 
platers near the field takes away the contention of the Air Force as 
to the matter of geographical custom ? 

Mr. Bock. That’s right. I don’t know—well, it seems to me we 
shipped our complete cylinders during World War II to other places 
than Texas. 

Now, I'd like to get a chance to ask one more question : 

They stated in their letter on this so-called modernizing program, 
that they are going to replace their worn-out generator equipment. 

The Internal Revenue Department, in setting depreciation on our 
plant, tells us that generator equipment should last between 25 and 
40 years, and I know this installation has not been operating in San 
Antonio for anywhere near that length of time, and, yet, they claim 
they are replacing worn-out generators. 

Senator Moony. Are you contending the generators are still good 
or is it your contention that the amortization under the law is wrong? 

Mr. Bock. I know the generators will last longer than they have 
been in use down there in San Antonio, and I know that what they 
term as a “modernizing program,” is in reality and definitely an 
expansion program. 

Senator Moopy. We will also look into that. 

Mr. Bocr. All right, sir. 

I appreciate the opportunity of having been permitted to come here 
and testify. 

Senator Moopy. Thank you very much for coming here, Mr. Bock. 

Mr. Noong. Mr. Raymond Jones, please. 

Mr. Jones, do you solemnly swear the testimony you are about to 
give shall be the truth, the whole truth, and nothing but the truth, as 
you shall answer to God? 

Mr. Jones. I do. 


TESTIMONY OF RAYMOND JONES, SECRETARY-TREASURER, THE 
REPLAC CORP. OF WEST VIRGINIA, NEOLA, W. VA. 


Mr. Noonr. Where is your plant located, Mr. Jones? 

Mr. Jones. Our research and development plant is located in 
Cleveland, Ohio, and our production plant, with which we are here 
concerned, is located at Neola, W. Va. 
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Mr. Noone. It is the Neola plant primarily for which you are try- 
ing to get contracts ? 

Mr. Jones. That is right. The Cleveland plant is merely a small 
plant strictly for engineering purposes only. 

Mr. Noonr. When was the Neola plant established ? 

Mr. Jones. The Neola plant was established in 1951. 

It was established there for the purpose of running a production 
plant on contracts secured from the civilian market, and in order 
to cope with the labor-wage structure that was prevailing, and also 
cope with our competition. ‘Those were the reasons for obtaining that 
plant. 

Mr. Noone. What are your principal civilian products? 

Mr. Jones. Our principal civilian products are plastic laminates 
of all types, such as horses—we make plastic laminate horses, we make 
amusement rides; we do car fenders; we do White motertruck fenders, 
and panels, and similar products in that line, including corrugated 
sheets. 

Mr. Noonr. How many people do you employ ? 

Mr. Jones. Our normal employment roster is 68 people. 

At this time we have 24, of whom none are working, but on whom 
we are paying half of wages as security for the Army. 

Mr. Noone. Has your company had any defense contracts ? 

Mr. Jones. We have never had any defense contracts. 

Mr. Noone. What efforts have you made to obtain them ? 

Mr. Jones. May I speak off the record rather than read from this 
statement that I might like to modify—for instance, I was just a 
farmer boy when I first came here to Washington after a lot of en- 
couragement, and I started making the rounds of the agencies, and 
after 3 months of concerted effort I have accomplished nothing— 
except that I have placed our name on a lot of lists, but have not re- 
ceived one opportunity to bid. 

Mr. Noonr. Where did you go, would you mind mentioning these 
agencies ¢ 

Mr. Jones. Let me see, here. I have that written down. 

I traveled the circuit from the Detroit Arsenal to Chicago Quarter- 
master Depot: Jeffersonville, Ind., to New York, to the Quartermaster, 
to Fort Belvoir, and all the various branches in Washington, ine luding 
Wright Patterson Field. 

In addition I called on Fort Eustice, on the Bureau of Yards and 
Docks in Philadelphia, and the Naval Aviation and Supply Depot, 
in Philadelphia. 

I called on the latter because they told me to call and see if there 
was any reason to go down there. 

We have a specialized product which is new. 

Now, in this extent their procurement quantities on prime contracts 
are very small. Subcontracts are only a part of the units they are 
procuring. 

Mr. Noone. You say you have a special product ? 

Mr. Jones. Yes, with reference to all fiberglass laminates. 

For instance, the items we run into are subcontracts which are a very 
small proportion of the items being procured, so, to that extent it 
means we have to travel the circuit from Maine to Florida, and from 
Washington to California if we want to, at least, bid on the opportuni- 
ties offered, because the contracts are offered to the aviation companies 
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situated on the east coast and on the west coast, and because of the pecu- 
liarities of our product it makes it practically impossible for a small- 
business man to cope with our competition and secure Government 
business. 

Those are some of the facts, and I am merely giving you some of the 
things with which the small-business man is faced, and the problems 
that exist. 

Well, as I; said, after 3 months we discovered a few contracts had 
been let, of a private nature, and they were classified, so we applied 
there, and they stated: “You have to have a request. 

No. Noong. Do you mean that you had to be invited to be classified ? 

Mr. Jones. That is correct. Because of this type of production, 
they were almost still in the development stage, or of a pilot nature so 
far as manufacture is concerned and so that they would be on a negoti- 
ating basis only on a selective basis, which meant that we had to travel 
another lane in order to find out how to do that. 

Now, during that time Manpower Directive No. 4 came into exis- 
tence, and we had contacted these people enough times and I had been 
in W — enough that we had received a few opportunity bids. 

So, we bid, and then because of Manpower Directive No. 4 we were 
out of that class, and there were so few opportunities in that type of 
business, they had to place it in areas where there were surpluses of 
labor, to which we agreed. 

We felt we had a very real necessity for some of this production in 
our own area, so we went down in our own area and we took a personal 
survey of five counties surrounding our plant. 

Now, for the record may I inject this thought. Our plant is the only 
facility in two counties, with an area of over 10,000 square feet of 
workable space. Therefore, we had the main facilities for this county, 
and when checking into the amount of unemployment we came up with 
a fantastic total of 54.8 percent unemployed, and this is strictly the 
emplovable male help only, not female. 

Mr. Noone. This was in the two counties ? 

Mr. Jones. No, this was in the five-county area. Of course, this 
interested your office and also the Department of Labor here, and I was 
sent to Charleston, W. Va., to see what I could do with the Department 

of Unemployment there. 

TI ley were most cooper: itive, and they put out Department em- 
plovees 24 hours a day and the ‘vy submitted data from this Department 
showing that—they come up with—I'm not sure of the { ficures, but I 
believe it was 14 percent, just counting the registered unemployed 
< nly for the five counties. 

Che Department of Labor stated this was too large. We had known 
that. 

We immediately went back, and there was another 2 weeks’ delay, 
so they finally told us to cut down. Then, we took a survey of the two 


eounties. Now that meant t] 1e State of West V7 ir@inia h: 1d to spend, 
1 don’t know how mu h money to put eee job 
on an 8-hour per day basis, and they came bac k up with a 13.8 percent 


registered unemployment figure, which does not include approxi- 
mately 45 or 50 percent of the male hel ‘Ip who do not register beeause 
they know that iaeeeaeen IS avi ailable, none whatsoever. That 
was their comment: “Why register if there is no work to obtain?” 
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That was their comment to me, and to the many men who were working 
to get this information. 

For the record I want to say that all the branches of the Department 
of Labor, both here in Washington and in West Virginia, were most 
cooperat ive. 

So, upon receipt of that information—and for the record this is my 
twenty-second straight week in Washington, chasing, of which I 
have spent 2 or 3 days a week doing that, and also the time going 
through these outlying arsenals and fields and depots, trying to line 
up work. 

In addition to that on Saturdays and Sundays, that time has been 
spent in soliciting civilian business, so that we want the record to 
know that we are really trying to help ourselves because we know our 
product is of such type that these jobs are very rare. 

Then, it was passed on by the Department of Labor after approxi- 
mately 2 weeks, and they recommended that the area be classified in 
group 4, in that rating, but that it had to go to the Manpower 
Commission. 

Now, these people were the most cooperative of all. They had cut 
out all the red tape and given me directives which have been most 
helpful, including your office, Mr. Noone, and I can cite none that I had 
any trouble with. 

They came to me and said, “We want to help you, but your product 
is so specialized that if we decreed yours to be a critical area it wouldn’t 
do a bit of good, if no such job exists.” 

So, they postponed it for 1 week for the armed services to check, 
and then they came back and checked and stated they found nothing, 
with but one exception, that the Air Force had to have a bid. 

So, General Troup Miller, for the Air Force, arranged for us to go 
to Wright Field, and they gave us a beautiful reception there, and we 
were able to find a suitable shop, and we had the facilities, the engi- 
neering, and everything, so far as that is concerned. 

So, I returned to Washington with all the information and with 
the blessings of General Smith and Colonel Greenwood, and because 
of the Manpower Commission I returned to General Troup Miller and 
gave him the information, which he immediately checked. 

So, at this time I want to state that as of Friday afternoon Mr. 
John Steelman classified our area as a distress area, and I can return 
with all these gentlemen to see what they can do for me. 

We don’t feel all that paper work is necessary, because, as the 
Manpower Commission has cited, it sometimes results in a delay of 
procurement, and we would rather not be a party to that. 

In the history of our business we have held two successive Arctic 
sled-developme nt contracts with the Army Quartermaster General for 
quantities of 135 and 20 sleds successive ly. 

On a subcontract basis we have made one anti-aircraft gun director 
housing for the Warner & Swasey Corp., of Cleveland; two sets of 
plastic fenders for lightweight jeep development for Willys-Overland 
and we are currently working on three mine-detector units on sub- 
contract with Willys-Overland for the United States Army Engineers. 

The sum of this work approximates $27,000 total over the period 
of the corporation’s existence. 

We have had the pleasure of bidding on several million dollars’ 
worth of other reinforced plastic items such as boats, emergency- 
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landing mats, production quantities of arctic sleds, and survival-kit 
seat pans for jet aircraft. 

Because of difficulties in locating procurement agencies we have 
missed the opportunity of bidding on such items as bread trays, fire- 
men’s helmets, guided-missile development work, plastic armor, and 
other items. 

We have also bid on several million dollars’ worth of aircraft sub- 
contract work. It is impossible for a small corporation without per- 
sonal contact and successive calling on all aircraft companies to obtain 
the opportunity to bid on other qui antities of fiber glass laminates which 
are airplane and missile components, origin: iting as subcontracts to 
major-aircraft concerns. 

Reinforced plastics is a very recent field. Its use in products which 
are prime contracts with the plastic fabricator, are very few. Its use 
as a substitute for magnesium, aluminum, and other materials orig- 
inates as a requirement with many prime contractors and with every 
arsenal and Government agency procuring major items of equipment. 

The problem of screening all procurement in order to find the small 
portion which is a fiberglass part is a rather enormous one for a small 
business. 

With the exception of boats, plastic armor, bread boxes, Arctic sleds, 
and some of the items which are currently in the development stage, 
very little is directly procured by the Government agencies themselves 
on prime contract, and those procurements are w idely distributed both 
geographically and departmentally. 

Our particular field has been plagued by its romantic appeal to 
many businesses normally in other lines of work, who view it as a 
coming industry, and show a willingness to get an education mostly 
at Government expense by bidding ‘at less than cost on Government 
procurements. A number of these businesses are able to support such 
initial losses as tax write-offs on their major items of production and 
income. 

Certain others with no experience rather think it is the cheapest way 
to gain experience provided the loss is not too great. 

As a matter of policy it would be better to dev elop those businesses 
which, through their past history, have gained their own experience 
and who may afterward be able to add something in the way of 
engineering as a contribution to the products on whic h they bid. Also, 
it makes better sense to build going industries where the experience of 
these jobs can later be found, “rather than to procure the lowest price 
with a net possibility of having such companies vanish after an unsuc- 

cessful attempt at their first job. 

A survey of the million-dollar Arctic-sled procurement shows five 
businesses bidding on an item in which they have had no experience. 
It shows five boat builders who could be considered qualified through 
experience on such an item. It further shows about 10 new organiza- 
tions specifically formed in the hope that they would land a job. 

It is also noteworthy to evaluate the validity of such bids on the 
fact that six of the low bidders were bypassed on the basis of inspec- 
tion of their facilities and ability prior to the final awarding of the 
total contract, and it is a fact which might be confirmed that two 
out of the three who received parts of this award had great difficulty 
and some loss in fulfilling their contract at their price. 
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While it is advantageous to the Government to buy at such prices, 
in the long-range view it is better to consider that the qualification for 
successful service to the Government and industry must be predicated 
on the ability to make a profit at the price quoted, and on the ability 
to make on-time deliveries at that price. 

We believe that two of the three sled manufacturers failed to de- 
liver on time, and while this is not critical in this particular instance, 
as a general procedure late deliveries of military items are very 
undesirable. 

In general smal] businesses only hear after the fact of negotiated 
contracts, particularly if it be classified. Apparently no routine lists 
of qualified small-business sources are made, to apprise the small-busi- 
ness man of such opportunity. While we can undertand this, the 
implication that a qualified small business is always in a position to 
apprise itself of these opportunities through its own effort is fallacious. 

We have found ourselves disappearing from bidders’ lists through 
no particular fault of anyone on such items as boats, Arctic sleds, 
bread pans, survival-kit seats, et cetera. We have found the best 
way to stay on a list and to be fully informed of Government 
requirements, is continuous monthly visits to the desks involved, which 
for a small business is an enormous hardship. 

Sentiment seems to favor an established source, and particularly 
one who has participated in the development of an article such as an 
Arctic sled, but practice indicates otherwise. 

We found ourselves in the peculiar position of being well enough 
informed about the article to know what a proper price was, and 
being conservative enough, having developed the product, to bid it 
as a quality job rather than an attempt to take advantage of potential 
specification loopholes to establish a lower price. 

From our endeavor to do business with the Government we have 
reviewed in general the jobs with which we have been familiar, and 
our relative success in receiving contracts to date, the net result of 
which would convince a small-business man that he could not afford 
the sales expense for the anticipated result. 

However, because the type of jobs which exist are fascinating, and 
because we believe the number of opportunities are continually ex- 
panding in our field, we are stubborn in our persistence in soliciting 
Government work, this despite the economic history of our past efforts. 

We also believe that the expensive tuition we have already paid, 
and what we have learned, and the contacts we have developed, may, 
with luck some day, bring this into a favorable balance. 

We have come to the conclusion, speaking of the sources which we 
have been contacting for the past several months, that these and other 
sources have from 5 to 15 contacts, each of which should be maintained 
on a monthly basis in order to consider oneself properly represented in 
the field of plastics, which is a physical impossibility for an organi- 
zation of our size. This is to say nothing, of course, of the similar 
contacting which should be done with the major producers of aircraft 
who are probably working in large percentage on Government projects. 

Were we in the reverse position of one originating Government pro- 
curement we would normally be much more impressed with a large 
business with expensive equipment than with a struggling small-busi- 
ness man regardless of his personal ability, knowing full well that the 
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ability to operate at a loss and to absorb changes at no cost makes for 
greater assurance of contract performance, and that technical skill 
can normally be purchased in the open market for a price. 

The instances where we have been welcomed for our ability, despite 
the lack of prestige and of our facilities and financing, are warming, 
but to date have not been particularly remunerative. 

Now, I am offering-my services to any smi all- business man; in fact, 
I’m setting up a sort of a small-business man’s office or center for all 
business in West Virginia, to do this work for them. 

I feel that I have spent 4 months and approximately $20,000 which, 
if I had known then what I know now, I would not have had to spend, 
and I ae | not have had to waste my time. 

Mr. Noone. You are still waiting for your first Government con- 
tract ¢ 

Mr. Jones. Oh, yes; and regardless of whether we receive it or not I 
must say that it is not because of lack of cooperation on the part of 
the agencies, but merely the fact that in our field things are very 
tough, particularly to procure prime contracts. 

Now, here comes the part which is not so sweet: Now, we come to 
the matter of subcontracts. In the matter of subcontract business we 
find you either have to be in one of three positions -you have to be 
di lily at his desk; you have to be favorably received; or you have to 
be a subsidiary to obtain subcontract’ work from most of the aircraft 
companies on commodities bid at low cost. 

As an example, we made a bid, whereby we charged no overhead in 
that bid, nothing but absolute cost, and gave it as our cost, and we were 
third high, so the Vv stated. 

We have bid approximately 214 million dollars on aircraft work 
and they didn’t even acknowledge to us how we stood. 

I don’t blame the governmental agencies as much as I do the large 
industries. To cite an example, there was a large indus try wanted 
some plastic work that went into certain tanks, and instead of going 
to small business to procure those items they put. in their own plant 
development, and they wrote it off as a tax write-off. 

Mr. Noonr. Of course the military agencies don’t have any control 
over that. 

Mr. Jones. I know that. I’m just telling you why it is that small 
business has to turn to the Government for prime contracts on a 
prime basis. 

Mr. Noonr. As a matter of fact, Mr. Jones, I know of a large num- 
ber of large prime contractors, who liave very many small-business 
contractors of their own. 

Mr. Jones. I am just speaking from my own personal reaction 
solely, and not taking the industry as a whole. 

Mr. Noonr. Now, without regard to Manpower Directive No. 4, 
what has been your experience when bidding on Government prime 
contracts; have you had any difficulty in getting on bid lists ? 

Mr. Jones. Yes; and I want to bring up two things: One, we have 
had difficulty in this manner, we are placed on the bid list and, then, 
they overlook it, and the next thing we hear of it, the bid is out. 

Even the Chicago quartermaster, who has been most cooperative 
with us, but they overlooked us on an opportunity to bid. We called 
them after the bid was let and that’s when we heard about it. and he 
stated it had been overlooked. 
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Now, I don’t think we were slighted personally ; I believe it was 
simply a case of not being there to follow it up. However, we do 
want to stay in business, and we made—for instance, we bid on a 
Wherry for the Navy, and Mr. Howard, who was the contracting ofli- 
cer, told us as a matter of fact that the man who got the business had 
bid it below cost, but stated that he was willing to pay for it in order 
to gain the experience in making the Wherry. That is, again, just 
the romance of plastics, and we have lost money due to that fact. 

Mr. NOONE. This committee has held several he arings on that same 
aspect ot procurement, and that complaint has been made in the past, 
that some contractor bid below cost in order to gel their feot in the 
door, and in order to keep then plant vole. 

Mr. Jones. Yes: that’s right. 

Mr. NOONE. Do you have any suggestion to make, Mr. Jones, 
which would help you and other small businesses in this regard ? 

Mr. Jones. I do. We are the developing plant on the tank I pre- 
viously mentioned, We assisted in the design of the product, ancl 
know it thoroughly. The company that bid on it and got it actually 
lost money on it, but bid. as you stated, to keep their facilities voing’ 
and to keep their plant voing. I have that direct from a representa- 
tice of that house who knew about it, and he had no hesitancy to tell 
us about it. 

Now. | have a few sugeestions to make. 

Mr. Noone. That is what we are interested in. Mr. Jones. 

Mr. Jones. To assist small business in their endeavor to get Gov- 
ernment work, we suggest the following steps: One, we make the 
suggestion that they have a coordinated district Army, Navy, and Air 
Force oflice,. for small businesses to register, whereby these registra 
tions are sent for distribution all over the country, this in order that 
the small man will not have to spend more than he can earn to cover 
all these procurement agencies all over the country. That is merely 
with the thought of keeping their names on the lists and keeping such 
lists active. 

Mr. NOONE. Your rer ommencdat ion is, then, to create a consolidated 
office, bids to be sent to everybody on a plastic item regardless of their 
location in the country ¢ 

Mr. JONES. Correct: because sometimes the labor rates in their 
particular area will sometimes compensate for differences in other 
costs and freight. 

Mr. Noone. Before you leave that point, have you had any difficulty 
In receiving service from the agencies you visit 4 

Mr. Jones. No: but we have not been able to find them. Every day 
I uncover a new one, simply because I never completely know who all 
might be interested in plastics. 

Mr. Noone. Is it not true that in the plastic industry there are so 
many varieties that it would be a very difficult thing to consolidate it 
in one list ? 

Mr. Jones. The only thing I said was to branch out to cover all 
the procurement offices, or, they could carry a file of items of any line 
orginating either through a prime or subcontractor of Government 
work, including those on whatever basis specified—in other words, if 
they don’t want to do it one Way, they could do it another. 

‘They could distribute this list of items, Say, in all the prin ‘ipal 
cities in every State. 
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Mr. Noone. As a matter of fact, most of the procurement agencies 
do have permanent exhibits, and in ‘addition they have mobile exhibits, 
and the Bureau of the Navy recently started a tour for that very pur- 
pose, to show small business what the Navy was purchasing, which 
small business could manufacture. 

Mr. Jones. We covered one of those exhibits in Cleveland, Mr. 
Noone, and after looking it over we told them they had omitted our 
line, practically—as a matter of fact, we notified them that they had 
simply omitted our products, 

Now, as our suggestion No. 2, we say that performance bonds should 
in all instances be required on every contract where delivery time is 
a function of contract price. 

We know from experience, when we bid on a contract we bid on 
time and quality work. We know of no cases where they have bid on 
it and have gotten away with it. 

Third, this is one of the most important, we think. We suggested 
no tax write-off should be allowed on any contract where small busi- 
ness is participating, and failure to meet unit price or delivery as bid 
shall penalize their participating in a future contract for a ‘definite 
period of time, so designated by all Government agencies. In other 
words, getting away from allowing them to write off items for such 
reason, they would pay tax on such items. 

Mr. Noonr. That is aimed at the contractor who bids below cost? 

Mr. Jones. That is correct. That is the full name of this sug- 
gestion. 

Mr. Noone. Well, you could anticipate the difficulty in trying to 
search te a thing of this sort ? 

Mr. Jones. That’s right. That’s right. I told you I was speaking 
of this i in an off-the-record way. 

Fourth, no change of price should be considered for the duration 
of the contract, as the ability of larger organizations to gamble that 
changes will allow them sufficient price increases to make a profit, 
appears to be a factor in some of this low bidding. In other words, 
by that method they have come in with a low bid, and they say, 
“Well, if you want it that way it’ll cost you more money. 

Now, we could do the same thing, but we don’t practice that way. 

Mr. Noone. On that suggestion, of course, you are looking at it 
from one point of view, but there is another side of the picture, namely, 
the contractor who takes a fixed price contract. Due to circumstances 
beyond his control his cost goes out of sight. You wouldn’t advo- 
cate repealing that law, would you? 

Mr. Jones. Oh, no. This is merely meant for people who go in 
with malicious intent, knowing they can receive engineering changes 
and compensate for the difference in their bid, which was too low 
in the first place. We don’t know of specific cases where that has 
happened, but this is just general—let’s see if I have anything else 
in here. ; f 

Mr. Noonr. I have a few general questions I would like to put to 
you, Mr. Jones. 

Mr. Jones. Go right ahead, sir. 

Mr. Noone. Speaking of instances where you have submitted bids 
to the military agencies, have you had adequate opportunity to dis- 
cuss any problems concerning those bids with representatives in those 
offices ? 
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Mr. Jones. Yes. They have been most cooperative with us. 

Mr. Noone. Have you received specifications and drawings in time 
to bid on subcontracts 4 

Mr. Jones. In most cases. We ran into one lately. Now, I don’t 
believe we have had over four, in the last 5 years that has been the 
fault of the contracting agency. 

Mr. Noonr. You heard Colonel He yer testify earlier today regard- 
ing bidding on products by brand name “or equal.” 

Have you had any diflic ulty along that line ? 

Mr. Jones. No, sir, because of the type of our product—I mean be- 
cause of the type of our product we don’t run into that. You see, 
fiberglass must be specified by layers and, therefore, there must be a 
spec ific: ition to it. 

Mr. Noone. Where you have failed to win a contract, and it has 
happened to you, have you been able to determine why you did not 
get the aw: ard ¢ 

Mr. Jones. In every single occasion they have told us why, in one 
instance definitely telling us the man who was awarded the bid was 
absolutely ti aking a loss, but that he had financial backing and could 
afford it. 

Mr. Noone. Have you had any other difficulties with regard to pro- 
curement practices and procedures? 

Mr. Jones. Originally; yes, we did. It was probably as much my 
fault. 

I will say this, now, they have certainly centralized procurement 
since a few months ago. The armed services have done a lot of things 
to help themselves, 

Originally it was a case of knocking on every desk and saying, “Do 
you make anything out of this?” And going to their ollieis and, again, 
“Do you mi uke anything out of this?” And you would spend 4 or 5 
days on every contract, and on every phase of the service. 

Mr. Noone. Have you read some of the publications put out by the 
procurement agencies designed to tell people what the agencies are 
buying ¢ 

Mr. Jones. Yes; for instance, they are buying a certain thing—we 
make an Arctic sled out of Fiberglas, but on their list it just says, 
“Arctic sled,” and doesn’t tell you the type of material desired. 

Another instance, the Air Force puts out one of the finest I have 
ever seen. Everybody comes to them and says, “What is it made out 
of?” And I understand they are going to revise it. 

Mr. Noonr. If the agencies tried to put out one public listing of 
everything they buy it would be a remedy, but you can appreciate the 
physical impossibility of doing that; but, would you suggest the agen- 
cles get together and put out a public ation covering at least the type 
of items they purchase ? 

Mr. Jones. I would say until such time as they know all the applica- 
tions of, for instance, fiberglass in re placing metal, that it would be 
an impossibility, because all we can do is research in the substitution 
stage, and such substitutions are happening so rapidly that by the 
time the book was out the items themselves would be obsolete. 

I may have some legitimate criticism, but I really have no f: ar to 
find whatsoever, exc ept the time I came to you and told you what I 
was going through, going from place to place, and that it took me 
4 or 5 months before I found out what the story was behind the scenes. 
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Mr. Noone. In some aspects your difficulty seems to be in trying to 
find out who is buying what from the small-business man, is it not? 

Mr. Jones. That is correct. 

In the past several months there has been the greatest development 
and improvement made for the sm: all-business man that has ever hap- 
pened in this country. 

I say this, that Mr. Carmody’s office, and your office, Mr. Noone, 
and the cooperation of the Manpower Commission, all have been most 
receptive, even to people, who do not have any reason to ask for he ‘Ip 
because of being located in distress areas, and I noticed while waiting 
there, strangers came in and the reception they.received is remarkable. 

They can do one thing, I suggest, and I say this in a spirit of co- 
operation, that they can, through word-of mouth—which [ intend to 
do to assist in the State-where I’m located—tell these people how not 
to Waste more money. 

Mr. Noone. Yes. 

Mr. Jones. That’s what I’m here for. I’m here offering my services 
to any small-business man, and where he hails from it doesn’t matter, 
whether he’s from Montana or Florida, and ’d be very happy to go 
over my complete experiences and tell them, “Do this,” or “Don’t do 
that.” 

And they might also do one other thing. Mr. Noone; they might 
have a reception of the small business committee for these gentlemen— 
I mean where the small-business man is a stranger in W ashington they 
should have a central point somewhere in W: ashington, like if you 
wanted to go sightseeing you would go to the Washington Monument. 

Mr. Noonr. There is such a place in the Pentagon. 

Mr. Jones. Yes; but the majority of small-business men don’t know 
of it—just like myself, my stupidity as to this problem was terrific 
when I first came here. 

Mr. Noonr. In other words, you would advocate some sort of cen- 
tralized facility for that purpose ¢ 

Mr. Jones. That’s right, and if you could send out a card listing all 
the agencies and send that card to every small-business man—as a 
matter of fact, whether large or small, because the State is going to 
benefit, and the Government can spend that amount of money to edu- 
cate the small-business man, who may be in the same State I am, and 
as I said before, | am perfectly willing to help them in any way that 
I can. 

Mr. Noone. Thank you. 

Senator Moopy. Thank you very much for your presentation, Mr. 
Jones. 

The committee will recess now, until 9: 30 o'clock tomorrow morn- 
ing. 

(Whereupon, at 4: 40 p. m., the subcommittee recessed, to reconvene 
at 9:50 a.m. Tuesday, April 29, 1952.) 
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UNITED STATES SENATE, 
SUBCOMMITTEE ON MOniLIzATION AND PROCUREMEN’ 
OF THE SELECT COMMITTEE ON SMALL BUSINESS. 
Washington, D. @. 

The subcommittee met, pursuant to recess, at 9:50 a. m., in room 
357, Senate Office Building; Senator Blair Moody (chairman of the 
subcommittee) presiding. 

Present: Senators Moody and Gillette. 

Also present: Charles M. Noone, committee counsel, and William 
D. Amis, investigator. 

Senator Moopy. The committee will come to order. 

Colonel Crow ? 

Colonel Crow. Yes, sir. 

Senator Moony. Will vou please come forw ard ? 

Do you solemnly swear in the evidence you will present to this 
committee you will tell the truth, the whole truth, and nothing but 
the truth, so help you (sod ? 

Colonel Crow. I do. 


TESTIMONY OF COL. W. J. CROW, OFFICE OF CHIEF OF ORDNANCE 


Senator Moopy. Colonel Crow, will you state your name and your 
affiliation ¢ 

Colonel Crow. Col, W. ae ( ‘row, ( Ytlice of ( ‘hief of ( rdnance. 

Senator Moopy. Colonel, we have been conducting hearings on pro- 
curement, as [ think you know. 

Colonel Crow. Yes. 

Senator Moopy. And vesterday we had a number of witnesses, one 
of whom was Colonel He ‘ver, who is here, a former Air Force officer. 
He perhaps is a Reserve officer: T don’t know. 

Colonel Heyer made some observations about the practice of letting 
contracts which I thought would certainly be of interest to you and 
ought to be investigated. 

I also made the request of Mr. Gerardi, who was here, to have 
present this morning the officers—they may be in your ane I 
don’t know—who were responsible for a number of the practices which 
Colonel Heyer objected to. I felt that the best way to get to the 
bottom of this thing was to have Colonel Heyer repeat his observations 
in brief, and have whoever in the Army is responsible comment in re- 
buttal here at the same time. 
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I don’t believe you made these decisions yourself. 

Colonel Crow. No, sir. 

Senator Moopy. But I thought I would call you as a sort of key 
Army witness and you could call on anybody who is here who may be 
able to answer the individual points that were raised by Colonel Heyer. 

Colonel, would you mind capsuling the points about the evaluators 
and about the “or equal” contracts, et cetera, so Colonel Crow will have 
a picture of what your objections were, and then we can put the 
evaluators, if they are here, or their commanding officers and others, 
on the stand, and we will see what this picture is. 

Would you mind repeating just in capsule form what your observa- 
tions were on these contracts, for example, the Weidenhoff situation. 


TESTIMONY OF BENJAMIN F. W. HEYER—Resumed 


Mr. He YER, Senator, do you have in mind the general principles I 
object to, without going into the details of the examples? You do not 
want me to repeat what I went into Tey, do you? Just the 

general principles involved as to what I object to? 

Senator Moopy. You made two or three very specific objections 
to the practice in the way contracts were let, and you sustained those 
objections with specific examples. I think it is important for the 
committee to get the Army's view of what you said about the practice, 
and it is important for us to find out why certain things were done in 
spec ific cases. 

First, I would like to ask you to repeat the practices to which you 
object. I don’t want you to review all of your testimony of yesterday, 
but I would like you to state what your objections are so Colonel Crow 
and the rest in the room can hear them. 

Mr. Heyer. Basically, my objections to the present procurement 
practices are that they are not, to my way of thinking, in accordance 
with the laws and regulations that have been set up to protect the low 
bidders. ‘The Government is protected, to my way of thinking, where 
a good specification is available. The Government is protected on the 
product they get by inspection. It is the duty of inspection to pass 
on the first article. 

However, there has been set up a group of experts called technical 
evaluators. They take all of the bids that come in together with in- 
formation that the bidders give and evaluate them. The bidder has 
no opportunity to present his case. The result of the evaluation is 
purely that of the technical evaluator who may or may not know : any- 
thing whatsoever about the product that he is evaluating, and I have 
ple nty of proof to show that in many cases he doesn’t. 

Thus, the placing of the contract is taken from the buyer’s hand 
effectively and put in the hands of the technical evaluator. 

Senator Moopy. You mean it is taken from the hands of the Army 
buyer? ‘ 

Mr. Heyer. That is exactly right. In effect, it works that way, for 
the reason—and we have found very, very few cases where technical 
evaluation said a certain product shouldn't be bought and the buyer 
stepped in and said, “I think the technical evaluator is wrong and we 
want to buy it at the lowest price.” We had some $800,000 ‘worth of 
contracts which we were competent to build, and we had built large 
quantities successfully with 100 percent acceptance in World War I, 
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which were taken away from us. In one case almost twice as much 
was paid to another supplier. We were never given a hearing. 

The basis on which we were disqualified was, to put it mildly, ridic- 
ulous, and had we had an opportunity to sit down for 5 minutes with a 
procurement officer who desired to buy the product at the best possible 
price for the Government, the slight differences between our drawing 
and the specifications that were used as a reason to throw us out, 
would have been resolved. 

The second objection that I have is to the use of negotiated pro- 
curements where it is not necessary. The negotiated procurement 
makes it impossible for a bidder to find out how he stands, whether 
he is a low bidder, in-between, or a high bidder. It makes it possible 
for the procurement officers to take care of the favored suppliers, as 
ITcallthem. And we know we have favored suppliers. 

I didn’t explain what I meant by a favored supplier yesterday, and 
I do not want it to be understood that I mean that a favored supplier 
is someone who is doing a large amount of entertaining and wining 
and dining or even going so far as to give away televisions sets or 
anything like that. 

Senator Moopy. You didn’t mention anything like that. 

Mr. Heyer. I know I didn’t. The favored supplier may merely be 
a friend, may merely be someone that the officials in the services think 
is the best qualified. However, the law doesn’t say that personal 
feelings should enter into the matter of procurement. It is supposed 
to be done on the basis of lowest qualified bidder. 

Those are basically two objections. 

Senator Moopy. You also mentioned the matter of specifications 
calling for “or equal.” You testified at length to the objections you 
had to the “or equal” provision in the specification. Do you still 
object to that ? 

Mr. Heyer. I see, Senator. Then I will cover all of them 

In a great many cases a specification is not available, so a manufac- 
turer’s product is selected. Of course, this gives that manufacturer 
a tremendous advantage because he knows his costs. He has his 
designs. He knows he will pass technical evaluation. 

Why? Because his product is selected. His product is the specifi- 
cation. It becomes the specification for the others to bid on. The 
manufacturer of this selected product then becomes a “favored sup- 
plier” in the simplest sense. 

If that is going to be the case—and I will admit that in some 
instances it is necessary to select one item even though there are a 
half dozen that are used commercially successfully, and I suppose 
there are some instances where one item should be selected—at least, 
it should be the responsibility of the procuring agency to make that 
specification, or manufacturer’s product which is the specification, 
available to other bidders at some central Government point, so th: at 
it is possible to make an intelligent bid. 

We have had many experiences, some here just recently, which I 
cited yesterday, on procurements where competitive units were se- 
lected for no good reason that I could see, and it was impossible for 
us to obtain specifications. This happens to be an Air Force matter. 
We finally had to go to the buyer and say, “Well, what is this Sun 
Electrical Corp. Model UDT?” 
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Well, he didn’t know. He was just buying this, but he didn’t know. 
So we went to four or five agencies in Wright Field who should know. 
None of them knew. They said, “Why don’t you try Rossford 
Arsenal.” 

That is another service. We went there. They didn’t know. So 
we went to the manufacturer and tried to find out what this unit was 
which we were supposed to bid on. The manufacturer refused to give 
us the information until it was delayed to the point where we had 7 
days to prepare an estimate. on an exceedingly complicated piece of 
equipment with thousands of parts in it. 

[ don’t believe that the law intends that a procuring agency can 
set up a specification in the form of a manufacturer's product, giving 
him, in the first place, all the advantage in bidding and then expect- 
ing the rest of us to hunt around at some local service station and 
pay a man to let us look at this manufacturer’s piece of equipment 
in order to bid on it. 

That has not happened once, but many, many times. 

Another objection that I take is to this matter of restricted spec ifi- 
cations. I have a record here of two bids that we lost, and a con- 
siderable sum of money which was paid extra to a favored supplier, 
as I call it, whose product was specified. It was a patented product. 
The pate nt was not available to anybody else in the industry. No- 
body else was tooled up to make this product. 

Obviously, therefore, although we and four or five of my com- 
petitors, all competent to make the product,:and all making it for 
commercial use every day and in total in far larger quantities than 
the favored manufacturer whose product was used in the specification 
ever had made the item; nevertheless, we were all passed over, and 
in the end it was given to the one person who met the specification. 

We were told that under the law the specification must be followed 
literally, and I believe that is true. My objection is not that the 
oe involving the following of the specification should be 
changed, but that the specification itself should not be a restricted 
spec! fication. 

Another objection that I have is to this method of cancellation, or 
this system of cancellation, after we small companies have spent thou- 
sands of dollars in the preparation of bids. Why these cancellations 
h; appen, I do not know. W hy one week they need $200,900 of a = 
tain piece . equipment and 7 ‘n the bids come in, they should sud 
denly find they don’t need it, I don’t know. I have some reason to 
suspect that in some instances it might be due to the fact that bids 
came in that were low and pressure was put—I say “pressure,” but 
I will take that word back Sut contact was made at higher echelons 
to see that the low bidder got the business, and the buyer rs decided to 
just cancel the bid. 

We had a case like that just the other day where the buyer said to 
our representative at Wright Field, “There has been so darn much 
trouble about this negotiated bid and you people have gone to the 
Pentagon to try to see that vou get a square shake on this thing, as 
you call it, that we are going to probably just cancel it. 

That is pretty much of a hardship on somebody that has spent thou- 
sands of cy ars in preparing the bid. 

I believe hat covers eve rything | covered vesterd: ay. 
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Colonel Crow. I would like to call up Colonel Johnston. 

This is Colonel Johnston. 

Senator Moopy. Colonel Johnston, do you solemnly swear in the 
testimony you are about to give this committee, vou w ill tell the truth, 
the whole truth, and nothing but the truth, so help 1 you God? 
Colonel Jounsron. I do. 


TESTIMONY OF LT. COL. J. E. JOHNSTON, OFFICE OF CHIEF OF 
ORDNANCE 


Senator Moopvy. Will you state your position in procurement and 

give your full name to the re porter. 

Colonel Jounsvon. My name is Lt. Col. J. E. Johnston. My par- 
ticular assignment is Chief of the Branch of the Industrial Division, 
here in Washington, called Facilities and Procurement Policy. 

As you know, we do not buy anything in Washington for Ordnance. 
We are complete ly decentralized. 

Senator Moopy. I know that. 

Colonel JOHNSTON. Therefore, we 1D Washington do not know all 
of the answers to the spec ‘ific problems which are raised from time to 
time. Weare just as anxious as Mr. Heyer is to effect our procurement 
in the best manner we can. We make mistakes. We do have policies 
which sometimes are not followed in the field. 

I would like to touch on one or two and then we would like to eall 
some of the people from the field who may be familiar with the specific 
eases that Mr. Hever has mentioned. 

Senator Moony. I wish you would. That is the reason I ealled on 
you this way, because Mr. Heyer testified for about two and a half 
hours yesterday and there were some matters of detail which were 
mentioned by him. He has stated five categories of ob aiecheehs I 
felt vou gentlemen should hear what he had tosay. There are a couple 
of cases I think we should look into. I suppose you would be interest 
ed in looking into it yourse lf. 

Colonel Jounsron. Yes. s 

Senator Moopy. I would like to state one now, just as a sample. 
This is the first one that Colonel Heyer mentioned. He said in 
November 1950 he bid for a supply of low voltage circuit testers, and 
he bid $134,100. He was the second low bidder. I assume that the 
low bidder was disqualified for some other reason. But the successful 
bidder was the J. Weidenhoff Co., in seventh position, which bid 
$250,830. That wasan extra cost to the taxpayer of $116,730. 

Colonel Hever testified that the only reason given to him was that in 
the drawings he had put in there was a slight deviation from the 
specifications. He had put in proper specifications in writing. Colo- 
nel Heyer, if I am wrong about this, correct me. I am saying this 
from memory. 

Mr. Heyer. Yes, Senator. 

Senator Moopy. The drawing that was submitted showed five- 
eighths of an inch difference in one of the panels of the box. 

Mr. Heyer. I have a box here if you would like to see exactly what 


it 1s. 
Senator Moopy. That was five-eighths of an inch in the level of the 
box. 


Mr. Heyer. Yes, Senator. 
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Senator Moopy. His objection to that was that it was a very flimsy 
reason for throwing out a bid because specifications that were submitted 
by him were in exact accordance with the specifications and there was 
a difference between the written specification and this drawing. Ap- 
parently, whoever made the drawing made it in that way because 
they thought it would look better. I don’t know. But because of 
that reason the bid was thrown out and they went all the way down 
to the seventh bidder and picked out a company that bid $116,000 
higher. 

This was done by the technical evaluator, was it not ? 

Mr. Heyer. It was. We finally got a report of the technical evalu- 
ation which we had put in the record. 

Senator Moopy. That is right, on that particular case. There are 
other cases that Colonel Heyer submitted to the committee yesterday 
which show the same sort of a result. Out of six cases the general 
increased cost to the taxpayer was $271,000. That is just by way 
of background on his testimony. 

Should I ask you some questions about it now or do you want to 
make a statement about it? 

Colonel Jounstron. We cannot make a statement on specific cases 
without examining the facts. I don’t think you would want us to 
do that without securing all the information available. We can only 
do that by going to the field and making a detailed study. 

Senator Moopy. My purpose in asking whoever was responsible 
for it to come down here was that whoever handled the case could 
tell us about it. 

Colonel Jounstron. Mr. Lowry and Mr. Layton came down from 
Rossford. They may happen to be familiar with it. 

Senator Moopy. Would you come forward, please, gentlemen. 

Do each of you solemnly swear in the testimony you are about to 
give this subcommittee you will tell the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Lowry. I do. 

Mr. Layron. I do. 


TESTIMONY OF WENDELL LOWRY, CHIEF OF THE ENGINEERING 
BRANCH, ROSSFORD ORDNANCE DEPOT; AND FRANK C. LAYTON, 
CHIEF OF THE TOOLS AND EQUIPMENT STOCK CONTROL POINT, 
ROSSFORD ORDNANCE DEPOT 


Senator Moopy. Will you state your names, please, and your posi- 
itons, for the reporter ? 

Mr. Lowry. My name is Wencaell Lowry, Chief of the Engineering 
Branch, Rossford Ordnance Depot. 

Mr. Layron. My name is Frank C. Layton, Chief of the Tools and 
Equipment Stock Control Point, Rossford Arsenal. 

Senator Moopy. Mr. Lowry, do you want to speak in this case? 

Mr. Lowry. I am not too familiar with this problem at hand, sir. 

Mr. Layton. I would like to comment, if I may, Senator. 

Senator Moopy. Go ahead. 

Mr. Layton. Along the lines of the general framework of the thing, 
reminding the Senator, if I may, that Colonel Johnston’s remarks are 
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also applicable to us, namely, to bring back the detail down to the 
last comma or period, would require investigation—— 

Senator Moopy. I can understand that, of course. 

Mr. Layrron. I believe this may be said about this case: As I re- 
member it, it was IFB No. 103 

That is correct. 

The item in question, this low circuit voltage tester, was being pur- 
chased for the first time from a military specification which had been 
developed over a period of approxim: itely 2 years and was modeled 
after no company’s product. None had ever been m: anufactured com- 
mercially that we knew of with identical meters or circuits. 

The objective we had in mind when we developed the specification 
was to get ourselves a new instrument which would not only service 
the 6-volt and 12-volt vehicles, electrical systems in the vehicles which 
were still in the field from World War II, but would also have capacity 
to accommodate these new 24-volt waterproof vehicles which the Army 
is buying now. 

The framework of the bid offers we had was a mighty complex 
thing. 

As I recall it, referring to the drawings which you have mentioned 
concerning Mr. Heyer’s offer, the five-eighth inch difference he re- 
ferred to represented the difference between a recessed cover plate on 
which the meters and binding posts were mounted as against a flush 
plate. 

Senator Moony. I believe Colonel Heyer’s testimony mentioned 
that yesterday. 

Mr. Layron. The plate being flush with the binding posts protrud- 
ing would have the effect of not allowing the lid to close on the box. 
In itself, had the question merely been one of adjustment between the 
buyer at Detroit to whom our people only made recommendations 
which were not necessarily binding, for a final decision, had it only 
been something between the buyer and Mr. Heyer, I would say it 
probably could have been adjusted. But there were many other com- 
panies involved in the thing. Most of them had submitted their own 
drawings, offering various kinds of products, some very close to the 
specification, some rather far off. Some had deviations in the draw- 
ings which one might say were equally adjustable. The question was, 
or would be—— 

Senator Moopy. What do you mean “equally adjustable”? Equal 
to what? 

Mr. Layton. Let’s say it was agreed between Mr. Heyer and the 
contracting officer that that drawing should be amended to lower the 
panel to five-eighths of an inch to clear the binding posts. Everything 
is fine. There were other companies that had drawings also where, 
by allowing a little change here and there, they could bring them in 
line. They could bring them in line by allowing for whatever other 
differences there might be if one were permitted to make changes. 
And if one were permitted to make changes, the same opportunity 
should be offered to all, as we understand the regulations. 

Senator Moopy. Do you go on the drawing or on the written spec i- 
fications as submitted by the bidder? Colonel Heyer testified that his 
written specification was exactly on spec, but his drawing was off. 
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Mr. Layron. Senator, to repeat my original statement, if we get 
down that far, I am afraid we will have to ask to have the files 
produced. 

Senator Moopy. I can understand that. 

Mr. Heyer. I have a copy of the specification here, so there won't be 
much difficulty proving that our written specification was correct. 

Senator Moopy. Mr. Layton, tell me about these technical evaluators. 
Colonel Heyer made quite a devastating case yesterday on the ground 
that these evaluators went in and evaluated in many cases commercial 
items or items that had been made by some companies, including his 
company, before. He said he had furnished similar items in the 
Second World War and there was no question about the fact that he 
was able to sign a contract to furnish them again and he couldn’t see 
the sense of having a technical evaluator go in and evaluate them and 
evaluate him out of the picture, you see. 

Certainly it raised my curiosity as to why in the case of a fairly 
simple item—I can certainly see why a highly delicate item would 
have to have an evaluator, but what he described apparently was a 
fairly simple item, a commercial item or an item quite close to a com- 
mercial item—there should have to be that sort of an evaluation when 
the supplier was signing a contract to do a certain thing. 

Would you mind explaining that ? 

Mr. Layron. To my knowledge, the question of bid evaluation goes 
back a considerable period. Our colonel at Rossford, Colonel Hogan, 
described it by saying that, from his point of view, it appeared to 
be an old Spanish custom. 

We at Rossford, by our assignment of mission, our job to do, have 
the mission of developing the specifications for what we want and 
by a series of computations determining how many it would take to 
supply the Army’s needs over a given approac hing period of opera- 
tion. We would place these requirements on the Tank Automotive 
Center in Detroit in the form of a procurement order and they, as 
part of their job, perform the advertising and the award of the bid. 

Senator Moopy. Mr. Layton—if I may interrupt you-—- 

Mr. Layron. Yes. 

Senator Moopy (continuing). Who had the final authority on this 
thing? As I understood you a few minutes ago, you said that the 
Rossford Arsenal conclusions were only a recommendation; is that 
correct ‘ 

Mr. Layron. That is correct, sir. 

Senator Moopr. And the final judgment as to whether or not one 
purchase or another should be made lies in Detroit; is that right ? 

Mr. Layton. That is right. 

My next sentence was intended to clarify that, Senator, that in order 
to avoid the requirement for Detroit to develop their own engineering 
staff, advisory people to the purchasing and contracting officer, in 
that period of approximately 1948, a time when economy was 
paramount, it was just arbitrarily 

Senator Moopy. E onomy is still important. 

Mr. Layron (continuing). It was decided to use the engineering 
personnel who were already on the payroll down in Toledo. 

At their prerogative they send it to Toledo and say, “Here is what 
we are offered. Which one should we buy? What do you think?” 
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They reserve for themselves, as purchasing and contracting officer, 
the final decision in all cases. 

Senator Moopy. You say that a number of bidders submitted speci- 
fications slightly off on a new product that was just being developed 
whie h was described veste rday by ( ‘olonel He ver as not a ve ry com- 
plicated item. He described it quite simply, something that could be 
put together without too many complications. 

Mr. Layron. Circuitwise, it is not complicated. 

Senator Moopy. It occurs to me that if a substantial amount of 
money might be saved and the same result obtained by a slight alter- 
ation in specifications, why woul tn’ t that be a wise thing to do? In 
this case here, the five-eighths of an inch difference involved saving 
$116,000, assuming that otherwise the item bought from Weidenhoff 
Co. and this item were equally good. 

You said other companies also might have amended specifications. 
If savines to that extent could be obtained, it seems to me it might 
be wise—I realize you cannot indefinitely delay things by changing 
specifications—but I think that was an opportunity where tive-ei ehths 
of an inch was pretty expensive. 

Mr. Layron. If I may repeat my statement and also add some- 
thing, Rossford’s position in the thing was strictly advisory and in 
no way was it finally decisive in behalf of the purchasing and con- 
tracting officer. 

In handling one of these evaluations, the Rossford engineering 
people merely take a product and go through a series of bids submitted 
progressive sly from low bidder toward the high bidder. They merely 
make in each case a series of statements that the low bidder, for ex- 
ample, does not comply with the specifications on the following 
points: A, B, i. The second low bidder does not comply with the 
specifications on the following points: A, B, ¢ 

To wind it up real fast, they will state that the third bidder offers 
a product which complies with the specification and is acceptable. 

Then there might be a last paragraph, possibly, in which we will 
go so far as to pick out a second acceptable bidder. So. if. for any 
technicalities known to the purchasing officer but not known to us 
which might arise, he would still have a choice of two. Beyond that 
point they would probably say that the balance of the bids were not 
considered due to price differentials, or something along that line. 

The statements made on these evaluation endorsements are limited 
merely to saying that it does not comply here, here, or here, or it does 
not comply here, here, or somewhere else. 

Senator Moopy. All the evaluator does is check the specification 
against the specification of the Army ‘ 

Mr. Layron. That is correct. 

Senator Moopy. He has no other function ’ 

Mr. Layron. In our view, it lies within the purview of the con- 
tracting officer to decide what deviations would be permissible which 
could be made in fairness to all concerned. 

Senator Moopy. All your evaluator does is point out that there 

sa five-eighth-inch difference ? 

Mr. Layron. That is Rossford’s position in the matter. 

Senator Moopy. And Rossford was used by Detroit Tank Auto- 
motive Center for the purpose of using its technical employees that 
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they already had because they didn’t want to put more people on 
in Detroit ? 

Mr. Layton. That is right. The procurement business has grown 
up since those days to the extent where as of the 15th of December, 
Detroit took over their own engineering function, Rossford being 
now entirely out of the picture. 

Senator Moopy. You said this item had never been made before. 
Is my memory failing me, Colonel, that you said you made 52,000 
of these items ? 

Mr. Heyer. We made 52,000 low-voltage circuit testers in World 
War II and every one was accepted. 

Senator Moopy. That it was the same as this item ? 

Mr. Heyer. It performed the same purpose, except that the circuit 
for this item was expanded to cover 24-volt vehicle. As Mr. Layton 
has explained, the circuit was simple. So there was no possibility 
of our not being able to make it and meeting the final inspection. 

That is the question that should be asked. Whether it is felt that 
our company could have made the first article had we been given the 
contract, and would have been able to meet this specification, which 
incidentally took 2 years to prepare, and I know was circulated to 
the Army and Marine Corps and the Air Force—with all of that, 
whether or not it is felt that our first inspection of our first article 
would indicate that we could not have produced a satisfactory unit. 

I think that Mr. Layton should answer that question. 

Senator Moopy. Would you like to answer that question, Mr. Lay- 
ton ? 

Mr. Layron. If it is merely a question, Mr. Heyer, of whether after 
a certain amount of conferences, shall we call them meetings of the 
mind on certain of these points, such as the position of the top panel 
of the meter were to be resolved, there is no doubt in my mind that 
your company could build them, remembering, however, to repeat 
again, the purchasing and contracting officer has a duty to protect the 
rights of all bidders, and that our position only was to point out what 
is wrong here, there, and somewhere else across the Geld 

Senator Moopy. I understand that, but he also has a right to try 
to save the taxpayers $116,000 if he can save it by a slight modification. 

Mr. Layron. That would be his prerogative. 

Senator Moopy. Is there anyone here from Detroit Automotive 
Center? 

Colonel Crow. Yes,sir. We have two witnesses here. 

Senator Moopy. Could we call them ? 

Colonel Crow. Mr. Newcomb and Lieutenant Brown. 

Senator Moopy. Do each of you solemnly swear in the testimony 
you are about to give this subcommittee to tell the truth, the whole 
truth, and nothing but the truth, so help you God ¢ 


Lieutenant Brown. I do. 
Mr. Newcomep. I do. 
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TESTIMONY OF LT. LAWRENCE E. BROWN, CHIEF, TOOLS AND 
EQUIPMENT BRANCH, PROCUREMENT DIVISION, OTAC, DETROIT, 
MICH.; AND GEORGE NEWCOMB, CHIEF, TOOLS AND EQUIPMENT 
EVALUATION BRANCH, OTAC, DETROIT, MICH. 


Senator Moovy. Would you state your names and affiliations. 

Lieutenant Brown. My name is Lt. Lawrence E. Brown. Iam the 
Chief of the Tools and Equipment Branch, Procurement Division, 
OTAC, Detroit. 

Mr. Newcoms. My name is George Newcomb, Chief, Tools and’ 
Equipment Evalu: ition Branch, OTAC, Ordnance Tank Automotive 
Center Detroit. 

Senator Moopy. Were you in your present position, Mr. Newcomb, 
when this contract was let ¢ 

Mr. Newcoms. No,sir. ‘That mission was transferred to Detroit the 
middle of December, last year. 

Senator Moopy. Who was responsible for this thing, do you know? 

Mr. Newcoms. No, sir. That was before my time in Detroit. 

Senator Moopy. Do you know, Lieutenant Brown ? 

Lieutenant Brown. I may be able to answer that, sir. The respon- 
sibility lay with the Tank Automotive Center in Detroit. They were 
the procuring agency. Rossford Ordnance Depot at that time was 
doing the engineering evaluation of that particular item, as well as 
all others. That was also prior to my entering the service, the time of 
the letting of that particular contract. I do not know the details. 

Senator Moopy. Do you concur in the statement of Mr. Layton that 
the responsibility for deciding that there should not be an inquiry into 

the slight deviation in the specification of this thing was the responsi- 

bility of the Tank Automotive Center of Detroit? Do you agree with 
Mr. Layton’s statement that the function of Rossford in this case was 
merely to run down through the specification submitted and to see 
which ones did and which ones did not comply with the exact specifica- 
tions asked for by the Army ? 

Lieutenant Brown. That is correct, sir. 

Senator Moopy. So that the question of whether or not there would 
be a deviation from those specifications, or whether, seeing a difference 
in bids of $100,000 or more, it might have been a wise policy to deviate 
from the specifications, that was in the Detroit office; is that correct? 

Lieutenant Brown. That is correct, sir. 

Senator Moopy. Who in the Detroit office made that decision, do you 
know ¢ 

Lieutenant Brown. That I do not know. I would have to check the 
file to find out who the contracting and purchasing officer was. 

Colonel Jonnsron. Senator Moody, may I make an observation 
there? 

Senator Moopy. Yes. 

Colonel Jounsron. Apparently this award was made shortly after 
Korea. 

Senator Moony. February 1951. The closing date of the bid was 
November 6, 1950. 

Colonel Jonnston. Your question as to who was the purchasing 
officer who made the award—we can find that information for you, 
but the chances are that it was not the decision of any one man, that it 
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was the decision of a board of award and approved by a board of 
review. At least, that is the practice and policy we are following 
today. . 

Senator Moopy. You mean all decisions of this sort are made by 
a board? 

Colonel Jounston. Any award of contract, whether by formal 
advertising or by negotiation, in excess of $5,000, must go through 
a board of award for their approval. 

Senator Moopy. Colonel, Colonel Heyer submitted yesterday a 
schedule of bids in which the Heyer Co. was the low bidder. I have 
no brief for the Heyer Co. I never saw — Heyer until yester- 
day. I have no personal knowledge of his competence, although 
I would assume from the people he ob that he does have a com- 
petent firm. 

I would assume, since the Heyer Co. has fulfilled large civilian 
contracts and also substantial war contracts in World War IT, he did 
have a competent firm, and was not being ruled out for that reason. 

You will notice that the first item on this list is the one I was talk- 
ing about. There the deviation of specification was five-eighths of 
an inch. A telephone call, I shouid think, could have arranged that 
very easily. It cost the taxpayers $116,730. 

The same bidder who got that bid as the seventh low bidder, in 
your second item down, got most of the bid on item No. 2 at an extra 
cost of $51,570. Heyer on that bid was the low bidder. That com- 
pany wi as able to get only part of the bid. 

Then you will see that there were some smaller items there, but 
the difference is still substantial. Heyer was the second low bid. 
Weidenhoff was the sixth low bid. There was a difference of $11,000 
on a $27,000 contract. The same company was fifth low bidder in 
the fifth item. Heyer was second low bidder. The difference was 
almost double. While it was a small amount of money, it still went 
to that same company. Naturally, that arouses in my mind a ques- 
tion as to why that company happened to be so consistently suc- 
cessful, whether it bid seventh, third, sixth or fifth, you see. 

Colonel Jounston. Yes, sir. 

Was this prepared by the Army ‘ 

Senator Moopy. This was prepared by Colonel Heyer and submitted 
to the committee yesterday as evidence. 

Colonel Jonmnston. We would like an opportunity to look at our 
records, Senator Moody, on this particular procurement. 

Senator Moopy. I wish you would review that case. 

Colonel Jounstron. Yes, si 

Senator Moopy. Because ihn may be some explanation for it 

Colonel Jounston. There may or may not be. I cannot say. 


Senator Moopy. That is my point. There also may not be any 
explan ation for it. Tam sure in line with your opening sté itement 
if there is no explanation for it, the first people who would want 


to know about it would be Colonel Crow and Colonel Johnston. I 
realize you have a very vast and complicated job and you cannot 
do it perfectly. Mistakes are going to be made, but, when there 
are mistakes being made, we should find out about them. We did 
have trouble out at that tank arsenal, as you know. There were 
some pretty bad practices out there. This may be another example 
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of a bad practice. On the face of this, it doesn’t look like a very 
good practice to me. 

Another point in Colonel Heyer’s testimony that impressed me 
yesterday, Colonel Crow, was this matter of the “or equal” bid. 
The picture as he presented it here was that a specific company, the 
Sun Electric—was that what you said ¢ 

Mr. Heyer. The Sun Electric Corp. That is the Air Force. 

Senator Moopy. Colonel Heyer objected to the singling out of a 
single company and say ing this company’s product is the specification, 
and to the situation where other companies who may have been making 
a product on the commercial market just as good as that particular 
selected specification would have to meet all the little details of that 
selected specification. If it did not meet it, they would not be meeting 
Army specifications. Colonel Heyer’s objection was that he and 
other companies are not given the opportunity to find out exactly 
what the product is, so . makes it almost impossible to bid. My 
question is this: Why, if you are going to select a brand name, do 
you select one brand vohdt Why don’t you select any one of 5 or 6 
or 10 that may be m: aking an acceptable commercial product and say, 
“A1l 10 of those or equal”? Why do you select one ? 

Colonel JoHnston. Ma: ay I answer that ? 

Senator Moopy. Yes. 

Colonel Jounsron. We should do it that Way. That is the policy. 

Senator Moopy. When do you begin / 

Colonel Jonnsron. I can read you an extract from our latest 
policy statement on that. It says: 

When the product cannot be adequately described due to its technically 
involved construction or composition, the name of one or preferably more com- 
mercial products may be used, followed by the words “or aqual,” so as not to 
limit competition to the particular make or makes specified. Such reference 
to manufacturers’ brand names, and numbers are intended to be descriptive 
and not restrictive and are for the sole purpose of indicating to prospective 
hidders the requirements that must be met. 

Senator Moopy. That sounds fine. When was that issued? 

Colonel Jounsron. This went to the field February 25, 1952. 

Senator Moopy. What was the regulation before that ? 

Colonel Jonnsron. I don’t happen to have that. 

Senator Moopy. Is that a substantial change in the regulation ? 

Colonel Jounstron. No, sir. I wouldn’t say so. It may state it a 
little more clearly. 

Senator Moopy. What earthly reason could there be for picking 
out one brand when there are a number on the market and saying, 
“You have to buy this brand,” and then not let the other bidders find 
out what is in that brand? 

Colonel Jonnston. There should be no reason if the others are 
acceptable. 

Senator Moopy. ] am olad to hear you Say that. That reculation 
appears to be technically proper, but there is not much emphasis on 
the fact that there should not be a single product selected. I think 
something should be done on that point? 

Mr. Noone has pointed out that Colonel Heyer said yesterday that 
he had all kinds of trouble getting a sample of the thing on which he 
was expected to bid, so that the time for bidding would run out before 
he could find the prototype on which he was supposed to base his 
spec ifications. I] hope vou W ill change that one. 
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Colonel Jounston. Yes, sir, we will. 

Mr. Heyer. Senator, can I say a word? 

Senator Moopy. Yes. 

Mr. Heyer. It seems to me something quite important has been 
overlooked probably because we haven’t had the transcribed testimony 
from yesterday. When a particular unit becomes a specification, 
isn’t the procuring agency required by law to furnish a specification— 
and this is a typic cal ‘specification—isn’t the procurement agency obli- 
gated to make this unit available so we do not have to hunt around 
in every garage and every city for it? 

We bid on this recently. It took us 5 weeks to find one of these 
units. 

Senator Moopy. Was the specification that circular? That wasn’t 
the Army specification, was it? 

Mr. Heyer. Yes. This was our specification. This “or equal” was 
our specification. Therefore, we should have a specification to bid 
on it. They should furnish us with this unit. 

Mr. Newcoms. May I comment, Senator? 

Senator Moopy. Yes. Yes, indeed. 

Mr. Newcoms. That is not the specification. That is a circular 
put out by the company that makes the “or equal” model in that 
instance. 

Sen: ee Moopy. That is what it obviously is. 

Mr. Newcoms. That would not be a complete specification on the 
unit. 

Senator Moopy. What kind of a specification would there be on it? 

Mr. Newcoms. An “or equal” as I see it—I am new in this business— 
is actually a short cut to a specification. As we have already stated, 
it takes quite a time to write out a specification and get everybody’s 
objections registered on it and get the specifications so it isn’t restrict- 
ive to a single manufacturer. 

Senator Moopy. It certainly does. Here is a book in which a Lane 
fication is written out which weighs a lot of good newsprint. Maybe 
the price of newsprint wouldn’t be so high if you didn’t have so many 
fixed.specifications. But it does seem to me to be unfair to have an 
“or equal” specification where the other bidders have no way of get- 
ting hold of the actual specification because they have no spelled-out 
specification ; do they ? 

Mr. Newcoms. These are all commercial units actually and if the 
competitors are in the business, they certainly know their competitors’ 
products. 

Senator Moopy. They may not know their competitors’ products 
completely. If there is a difference of five-eighths of an inch on the 
floor of a box, that is going to mi ike a difference ? 

Mr. Newcome. Not on an “or equal.” That five-eighths of an 
inch might be an important matter on a specification, but on an “or 
equal” we certainly do not call for a pink border or green paint or 
anything of that sort. It is meant to indicate the type of instruments 
and the quality required and not to tie it down to exact dimensions or 
anything of the sort. 

Senator Moopy. Are you telling me that, if any other company sub- 
mitted an item which would do the job equally as well as this, that 
would be acceptable in the specifications? 

Mr. Newcoms. Yes, sir, under the “or equal” specification. 
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Senator Moovy. Why should you, Colonel Heyer, go looking around 
for 5 weeks for the exact model of this machine! Why didn’t you 
submit a product that would do the job equally as well or would that 
be acceptable in your experience / 

Mr. Heves My experience with the technical evaluator would 
indicate that there would be no difficulty whatsoever in their throwing 
out our low bid, and we are low bidder on this item. I fully expect 
to have it thrown out because of technical information. We build 
magnetizers not as large as that. That is an unusual one. We had 
about 15 days to make the bid. In order to find it, we had all of our 
representatives looking for 5 or 6 weeks to locate one. Very few were 
ever made. I still maintain that the item “or equal” becomes a speci- 
fication and the Government or the procuring agency should furnish 
us with that unit. We shouldn’t have to go running around to maybe 
20 or 50 or 100 garages to see if we can find one and then ask the man 
if we can use it as a basis for bidding. 

Senator Moopy. Suppose you have 100 bidders. Should the Gov- 
ernment buy 100 of them? 

Mr. Heyer. Let the Government have it at a central point. The 
Navy and Marine Corps do that. We can go to a central depot and 
use it to bid on. 

I have much worse examples than this particular one. We have 
cases where we have been given numbers on an Air Force bid where 
the item was not even a commercial item: I explained that in my 
opening testimony. We went to Wright Field, including the buyer, 
and he didn’t know what the item was. Surely, we couldn’t bid on 
something that isn’t commercial and which we cannot find. Even if 
it is commercial, it is difficult to find the thing in 10 or 15 days. If you 
had it, it takes 10 to 15 days to get quotations from the suppliers of 
parts from whom we have to buy. 

Senator Moopy. You have heard Colonel Johnston testify—he is 
the policy man. 

Colonel Jounston. Yes, sir. 

Senator Moopy. He felt this “or equal” thing was wrong. If there 
is going to be an “or equal” bid asked for, it should not be just one but 
any acceptable product in that area; is that correct / 

Colonel Jounston. Yes, sir. 

Senator Moopy. Do you suppose the committee can count on that 
change being made? Do you have authority to make that change in 
policy ? 

Colonel Jounsron. I have authority within the Ordnance Corps, 
and I am sure the Department of Army which promulgated the basic 
document here will go along with that sort of a recommendation. 

Senator Moopy. I thould think they would. 

Colonel Jounston. It is reasonable and it is good business. 

Senator Moopy. I am sorry I have to leave this hearing. I have 
a hearing on the steel crisis which I have to go to. Senator Gillette 
is here and Mr. Noone is here, and they will take over. 

(Senator Moody left the hearing room.) 

Senator Giuerre (presiding). I must apologize to the witnesses and 
the others here because I haven’t been in touch with this matter at 
all. I didn’t have the slightest idea of what it was all about, al- 
though I am a member of this subcommittee. We have so many other 
demands on our time that T haven’t been able to attend. As Senator 
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Moody has told you, he has to attend : another subcommittee and I have 
consented to take over, but not having heard the discussion, not know- 
ing just what the approach is, I am going to have to depend on Mr. 
Noone, here. 

Who is the witness / 

Colonel Crow. I am more or less controlling the witnesses. I am 
Colonel Crow from the Office of the Chief of Ordnance. You might 
say we in Ordnance didn’t hear about it until 4:30 last evening. 

Senator Gitterre. You are from the Ordnance Department of the 
Army ¢ 

Colonel Crow. That is right. 

Senator Gitterre. All right, Mr. Noone. 

Mr. Noone. I would like to ask Colonel Heyer to remain a moment 
while we ask the Army witnesses one or two more questions. 

In yesterday’s testimony a representative of the Ranney Refrigera- 
tor Co. of Greenville testified that on April 28 his company received 
an invitation from the Chicago Quartermaster Corps to bid on a 
quantity of refrigerators. He asked the Chicago quartermaster to 
set aside a portion of the procurement in order to allow his company 
to have an opportunity to meet the low bid on the portion advertised. 
He requested this action under Manpower Policy No. 4. 

Mr. Ranney stated he was advised by a spokesman for the Chicago 
quartermaster that that office had not received any instructions under 
Manpower Policy No. 4 which would authorize the Quartermaster to 
do this. 

The Munitions Board issued regulations under Manpower Policy 
No. 40n March 20. Those regulations stated in part: 

Nothing herein will be interpreted to prohibit the use in appropriate cases 
of set-asides in conjunction with formal advertising for exclusive production in 
surplus labor areas. 

On March 27 the Munitions Board and the Small Defense Plants 
(dministration issued a statement of policy relating to the use of set- 
asides. That policy was to be implemented by the two agencies. 

The Navy Department, we know, has been using set-asides for 
— period of time, even before the issuance of Manpower Policy 
No. 4, and before this agreement between the Department of Defense 
and i. Small Defense Plants Administration. Our question relates 
to the policy within the Quartermaster Corps on the use of set-asides, 
-pecifically why the quartermaster in this instance declined to use that 
device in order to afford the Ranney Co., which is located in a surplus 
labor area, an opportunity to meet the low bid on the procurement for 
refrigerators. Is that within your province / 

Colonel Crow. No. We represent the Ordnance Corps. We have 
nothing whatsoever to do with the Quartermaster Corps. We are 
not able to answer that for them. 

Mr. Noone. Is there a representative of the Quartermaster Corps 
present / 

Mr. Burnerr. Yes. 

Mr. Noone. Will you come forward ? 

That will be all on ordnance. Thank you very much. 

Colonel Crow. Are you going to ask about the ammunition box 
problem ? 

Mr. Noone. With relation to the Ranney Co. ? 
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Colonel Crow. That was on 30-caliber ammunition boxes. 

Mr. Noone. Was that with relation to the testimony of the 
Ranney Co. ¢ 

Mr. Gerarpr. That was the 2.2 million ammunition boxes for the 
Ranney Co. where they were offered 750,000 to match the low bid. 

Colonel Crow. We reduced it to three contracts of 750,000 each. 

Mr. Noone. Let the ordnance witnesses wait just a moment. 

Senator GitLeTre. Do you solemnly swear that the evidence you will 
present in the matter now in hearing shall be the truth. the whole 


truth and nothing but the truth, so help you God ¢ 
Mr. Burner. I do. 


TESTIMONY OF EDMUND C. BURNETT, OFFICE OF THE GENERAL 
COUNSEL, QUARTERMASTER GENERAL 


Senator Gitterre. All right, Mr. Noone. 

Mr. Noone. Will you state your name and position for the record ? 

Mr. BurNerv. My name is Edmund C. Burnett. I am from the 
Office of the General ee Office of the Quartermaster General. 
I think I can dispose of this rapidly, Mr. Noone. It is correct, as 
you stated, that the Chicago Quartermaster Depot did advise Mr. 
Ranney that it had received no instructions which would authorize 
it to institute the set-aside procedure which he requested. Chicago 
was acting on the basis of instructions of a general nature, not with 
respect to that specific application by the Ranney Co., from the Office 
of the Quartermaster General. 

I believe you have noted, sir, the statement in the ae Board 
implementation of Defense Manpower Policy No. 4, that the use of 
set-asides in appropriate cases Was not orchibited The directive 
which the Quartermaster General has from the Under Secretary of 
the Army w ith respect to that says in paragraph 5 thereof, (concerning 
section C of the Munitions Board i unplementation ) : 

Formal advertising: Paragraph 3, relating to set-asides, will be implemented 
upon receipt of specific instructions to be forwarded shortly after Munitions 
Board action. Until such implementing instructions are received, the present 
directive does not prevent continuation of existing practices such as multiple 
awards, negotiation to broaden the base, set-asides and other authorized methods 
of contracting. 

I have simply read the provision of the directive from the Under 
Secretary on the polic v of set-asides. The Quartermaster C orps con 
siders that to mean that we will not use set asides pending implement- 
ing directives from the Under Secretary unless we have had an exist- 
ing practice of set-asides. 

Mr. Noone. And you have not had such a practice ? 

Mr. Burnerr. We have not had an existing practice of set-asides. 

Mr. Noone. Do you know what the Under Secretary is doing with 
respect to this set-aside policy ? 

Mr. Burnerr. I know he is considering it. I think there are Army 
representatives available for testimony on that point, Is that cor- 
rect, Mr. Gerardi ? 

Mr. Grerarpr. Yes. 

Mr. Noonr. Would you come forward, Mr. Gerardi? 

Mr. Burnerr. I don’t think I should presume to speak for the Army 
on that point, although I know it is being given consideration. 
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I do know that Senator Ferguson of Michigan did write 
Secretary Pace on behalf of the Ranney after they were turned 
down at Chicago Quartermaster Depot in their application for the 
use of a set-aside procedure on the procedurement of 4,900 refriger- 
ators, and I understand that particular letter is under consideration. 

Senator Gituterre. Let me ask a question here, so I can follow this 
at least in part. This policy of set-asides, which I just understood 
you to say you had not been following because it hadn’t been a prac- 
tice—— 

Mr. Burnerr. That is correct sir. The Quartermaster Corps, so 
far as I am informed, has never utilized the practice that Mr. Noone 
described, that the Navy has used, of setting aside a portion of a 
procurement for effectuation by advertising and a portion of it for 
effectuation by negotiation. 

Senator Gitterre. Have you received a directive to use the set- 
aside policy ¢ 

Mr. Burnett. No, sir. That was the point I was making. We 
interpret the directive that we have from the Under Secretary with 
respect to set-asides to mean that we will use set-asides now only if we 
had in the past used a set-aside procedure. 

Senator Gitterre. You interpret it to be discretionary with you 
whether you use it or not? 

Mr. Burnett. No, sir. I do not think that is quite a correct state- 
ment of it. We interpret the directive we have received to mean 
that we will receive instructions from the Under Secretary specifically 
with respect to the use of set-asides at a subsequent date and until 
we do receive those instructions, we do not use set-asides in our par- 
ticular situation because we had not previously used set-asides. 

Mr. Noonr. You are aware of the fact, however, Mr. Burnett, are 
you not, that other procurement agencies in the Department of De- 
fense have used this device? 

Mr. Burnerr. I understand that the Navy has. I am not aware 
as to whether or not other technical services of the Army have utilized 
the procedure. 

Senator Gitterre. Have you a copy of the directive on which you 
rely ? 

Mr. Burnett. Yes, sir; I do. 

Senator Giiterre. Is it lengthy ? 

Mr. Burnerr. No, sir: is it as very brief directive. 

Senator Gittetre. Will you read it, please? 

Mr. Burnerr. Yes, sir. I imagine you would want me to read only 
that portion of it which deals with the question of set-asides. 

Senator Gitterre. Yes. 

Mr. Burnerr. There are other parts implementing the general] 
Munitions Board policy. 

Senator Gruerre. That is a matter I am particularly interested in. 

Mr. Burnerr. In connection with the Munitions Board policy re- 
lating to set-asides, the directive states that the policy “will be imple- 
mented upon receipt of specific instructions to ts forwarded shortly 
after the Munitions Board action. Until such implementing instruc- 
tions are received, the present directive does not prevent continuation 
of existing practices, such as multiple awards, negotiation to broaden 
the base. set-asides and other authorized methods of contracting.” 
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Senator Gitterre. What is the date of that? 

Mr. Burnerr. That came with a disposition form from the Assist- 
ant Chief of Staff, G—4+, dated March 21. I believe that is the date, sir. 

Senator Gruterre. Have you received no further directive in ac- 
cordance with their suggestion that they expected to forward a direc- 
tive! 

Mr. Burnerr. That is correct. We have had some discussions with 
(4 and apprised them that we have not heretofore used set-asides. 

Senator Giuterre. Thank you. 

Mr. Gerardi, do you solemnly swear in the evidence you shall give 
this subcommittee in the matter now pending before it you shall “tell 


the truth, the whole truth and nothing but the truth, so he ‘Ip you God? 
Mr. Ger ARDI, I do. 


TESTIMONY OF A. P. GERARDI, SMALL-BUSINESS SPECIALIST, 
DEPARTMENT OF THE ARMY 


Mr. Noone. Mr. Gerardi, can you advise us at to the status of the 
policy within the Department of Defense or within the Department 
of the Army on set-asides ¢ 

Mr. Gerarpr. I can only discuss it in an informal sense, not an 
authoritative sense, since I have had nothing to do with the 
implementation. 

l understand that the reason that particular paragraph was put in 
ODM—4, as it was also put in the SPDA policy issued by the 
Munitions Board, was to permit the Navy to continue its practice 
of set-asides, but that it did not necessarily require or make it manda- 
tory that the other services follow suit unless they felt that such a 
practice of procurement Was to the best interests. 

To speak frankly, it is my informal understai ding that the Army 
feels that the practice of Set asides is not as acy: antageous as some of 
the other Departments feel. ‘That question Is being cliscussed and 
has been discussed for, I would Say, the last OU days, al he Under- 
Secretary’s level, and I believe we will be getting a deci. ion in the 
affirmative very shortly. That is just my belief, because on the SPDA 
policy we have sent out the ODM policy as such, which implies that 
set-asides will be uss dw ith no prohibition, as was the case in ODM —4t, 
which Mr. Burnett just referred to. 

Mr. Noonr. Thank you. 

I believe that will be all on that point. 

We would like to go now to the discussion of the contract wherein 
the Ranney Refrigerator Co. bid on a procurement for ammunition 
boxes, 

Colonel Crow, is that within your department / 

Colonel Crow. Yes, 

Mr. Noonr. All right. 

Senator Gituerre. Do you each solemnly swear i the evidence 
you present in the matter in hearing before the subcommittee you will 
tell the truth, the whole truth, and nothing but the truth,’ so help 
you God? 

Colonel McCu tia. | do. 

Mr. Nope. I do. 
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TESTIMONY OF COL. WILLIAM L. McCULLA, CHIEF OF THE SMALL 
ARMS BRANCH, OFFICE OF THE CHIEF OF ORDNANCE; AND 
GEORGE NOBLE, JR., CHIEF, SMALL BUSINESS OFFICE OF THE 
CHIEF OF ORDNANCE 


Mr. Noone. Would you gentlemen state your names and identify 
yourselves for the record ? 
~ Colonel McCutia. Col. William L. MeCulla, Chief of the Small 
Arms Branch, Office of the Chief of Ordnance. 

Mr. Noster. George Noble, Jr., Chief, Small Business, Office of the 
Chief of Ordnance. 

Mr. Noone. During yesterday’s testimony Mr. Ranney testified 
that he had bid on a procurement for ammunition boxes. I believe 
the quantity was in excess of 2 million. 

Colonel Crow. 2,238,000. 

Mr. Noone. Yes, sir. He bid $1.18 per unit. He later received a 
call from the procuring agency asking if he would be willing to meet 
a bid of $1.085 on a quantity of 750,000, 

Does that correspond with the facts as you know them ? 

Colonel Crow. Yes. 

Mr. Noonr. Mr. Ranney’s objection was that he could not meet 
the bid of $1.085 on a quantity of 750,000, although he might have 
been able to meet that price on the total quantity. He stated that he 
was not given an opportunity to bid on an amount over 750,000. 

I was wondering if you would comment on your policy with re- 
spect to that device. 

Colonel Crow. Colonel MeCulla is fully familiar with that am- 
munition box bid, so I will let him answer. 

Colonel McCutxa. I would like to point out that this was not a 
formal advertised bid, but was negotiated and the 14 ordnance dis- 
tricts were requested to obtain proposals from the qualified manufac- 
turers of this ammunition box. In the request for proposal it was 
specifically pointed out that the proposal should be prepared so that 
all or any part of the 2,238,000 boxes could be awarded to any one 
facility. They received proposals from 88 different concerns which 
were submitted to the Small Arms Ammunitions Center which ranged 
in price from 88 cents to $3.96. They were cut down to 31 that were 
below $1.20 and of those that were below $1.20 that required Govern- 
ment facilities or equipment which was not authorized by thé request 
for proposal were eliminated. That left 13 firms that were below 
$1.20 and were in accord with the request for proposal. 

The Ranney Co. was No. 10 on the list. It was decided by the 
Board of Award and Board of Review of the Small Arms Ammuni- 
tions Center that the best interest of the Government would be served 
by making multiple awards, and they split it into approximately 
equal amounts, 798,000 being offered to the lowest bidder and 750,000 
to the next two. 

Then, in accordance with the provision of the Manpower Directive 
No. 4, the two awards that were not in distressed areas, were sus- 
pended for 10 days while the companies in this list of 13 that were 
being considered that were in distressed areas had an opportunity 
to meet this price of $1.085 which was the low bid. 
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None of the companies in the distressed area, including Mr. Ran- 
ney’s, were able to meet the lower price and the awards are being 
made to the three lowest qualified bidders. 

Mr. Noonr. Are they all being awarded the portions of the con- 
tract at the same price, namely, $1.085 ? 

Colonel McCuntuia. One is $1.085. Another is $1.08. That is the 
Emco Porcelain Enamel Co. Another is the Airline Manufacturing 
Co., and that is at $1.085. 

Mr. Noone. Each is getting a substantially equal portion of the 
total procurement ¢ 

Colonel McCutta, That is right. 

Senator Giterre. What were the factors, Colonel, that determined 
your decision? Had you advertised for bids ¢ 

Colonel McCutnia. We had requested the 14 ordnance districts 
located around the United States to secure proposals from the ones 
who were interested in this and it was quite widely disseminated. 
There was a great deal of interest in it. We received firm proposals 
from over 88 different companies in the United States. 

Senator GitLerre. You just received these proposals after you sub- 
mitted your specifications or they were submitted to the various 
interested parties ? 

Colonel McCutua. That is correct. 

Senator Gitterre. What were the factors that determined you to 
divide the allocations up and give the low bidder a percentage and the 
next two bidders a percentage 

Colonel McCuiza. I ies the factors which the Board of Award 
and Board of Review at the Small Arms Ammunition Center con- 
sidered were the difficulties we had in obtaining this similar box from 
other manufacturers and that we had greater assurance of maintaining 
deliveries if we had three sources of supply than if we had only one. 
We broadened the production base and the increased Government cost 
was not more than 1 cent per box. That would be offset by a better 
distribution and less freight rates because of the distribution of the 
companies in relation to where we have to use the ammunition boxes 
to pack the ammunition. 

Senator GILLETrr. When you submitted your proposal it was on 
the basis of the need for a certain number ? 

Colonel McCutua. It was on the basis of that number or a portion 
of a certain number. 

Senator Gitterre. The bidders, in effect, in submitting their pro- 
posals, specified, did they, that they were bidding on a portion of the 
total or on the whole amount ? 

Colonel McCutia. They were required to bid on the basis that it 
could be broken down into all or a portion of the award and, when they 
had an opportunity to confirm, they would be asked whether they 
would or would not extend that same price for the reduced quantities. 
I think all of the four low ones did extend that. Two or three of the 
others did not have the same low price for the reduced quant it les. 

Senator Gitterre. Then their proposal came to you in the form 
that they could manufacture the whole amount for $1.085, or whatever 
it happened to be, and they would also quote that price if they were 
% irded a portion of the total amount. 

Colonel McCunxia. They were given on the basis of 2,238,000, and 
of 1,000,000, on those two bases, and then when they were checked 
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on whether they would extend that to the 750,000, they said that they 
would do that. 

Senator Gitiere. They would do that. And you think that the 
factors that determined the Board of Awards were the factors of 
distance, freight rates and other elements that entered into it? 

Colonel McCutna. I think that mainly it was the reliability of 
delivery, and broadening the base so that we had several good pro- 
ducers ‘of this item. 

Senator Gitterre. And they felt that probably that would offset 
the price advantage in the lower bid? 

Colonel McCutua. Yes, sir, because that price advantage was so 
slight, approximately a half cent to a cent a box, that it was well 
justified in this case. 

Senator Guterre. Very well, Mr. Noone. 

Mr. Noone, I cong that the Ranney people were not aware of 
the fact that it was to be a multiple award. Their complaint was 
directed to the fact that they were required to bid on a portion, 
whereas they computed their costs on a total amount and could 
not economically produce a portion of the procurement at that low 
figure. 

Colonel McCutxa. Of course, I am not in a position to comment 
on what the Ranney Co. understood it to be, but I am in a position 
to state what our instructions were when we invited it. 

Paragraph 2 of our proposal reads as follows: 

Proposals should be prepared in such a manner as will permit the award of 
all or any portion of the desired quantity of subject item to any one facility 
and should be f. o. b. contractor’s plant. No Government-furnished material 
or equipment is available for the performance of any contract resulting from 
these proposals. 

Senator Gittetre. Are you a member of the Board of Awards, 
Colonel] ? 

Colonel McCutza. No, sir. The Board of Awards is headed by 
the officers and civilian employees of the Small Arms Ammunition 
Center in St. Louis. The Board of Review in the Small Arms Am- 
munition Center is comprised of well-known businessmen in St. 
Louis, and the Small Arms Ammunition Center is commanded by 
an office who reports to me. 

Senator Gitterre. I am interested in having the record show the 
process that is followed, which will help, of course, when we make 
our report to the full committee. When a request is made for pro- 
posals, and made to the companies such as you outlined here—you 
took into consideration a group of companies, and then it was nar- 
rowed down to some 13 companies—when that proposal is made, who 
makes the proposal ? 

Colonel McCvuuixia. The individual companies submit their pro- 
posals 

Senator Guerre. That was my fault. I did not make myself 
clear. Who is representing the Army and dhe Ordnance Department 
that sends these requests for proposals ? 

Colonel McCuixia. Fourteen ordnance districts. They ere located 
in Philadelphia, New York, Detroit, Chicago, San Francisco, Los 
Angeles, and Birmingham—14 centers of supply for these items. 
And they are in close cont: ret with the companies. The one that got 
in touch with Mr. Ranney’s company would be in Detroit. 
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Senator Giterre. Very well. Now I want the next step. After 
you receive the proposals in these various districts, are they forwarded 
to this Board of Review ? 

Colonel McCutta. The district was requested to forward about the 
three best proposals that they had in their district to the Small Arms 
Ammunition Center in St. Louis. 

Senator Gitterre. Without recommendations? 

Colonel McCutta. Oh, yes, with their recommendations as to their 
being qualified producers. In the request for proposals, there were 
very detailed instructions given for making a preaward survey to 
make sure that the companies had the technical and managerial and 
financial responsibility to carry out a contract. And when the district 
submitted their proposal, they were to carry a recommendation that 
they had made a preaward survey, and recomme nde d the company. 

Senator Grtterre. Then what is the next step? They have been 
forwarded to the Small Arms group, these proposals 

Colonel McCutua. Yes, sir. 

Senator GrtLetre. Now, where do they go from there ? 

Colonel McCutia. The Small Arms Center, the procurement people 
located there, arrange these in descending order of price. Then, 
being such a large number of them, they took a cut-off point, in this 
case of $1.20 a box, and there were 31 companies which were below 
that figure. ‘Then these individual proposals were checked to see 
whether they met the requirement in the proposal of not requiring 
Government facilities or equipment to perform the contract. 

Senator Griutetrr. This proce ssing that you are now mentioning 
occurred in the Small Arms Center ? 

Colonel McCutta. In St. Louis; yes, sir. 

Senator Gitterre. Very well. They have completed their work. 
Then where does it go? 

Colonel McCuuua. That left 13 companies that were being con- 
sidered. Then from.this group of companies, the procurement people 
met with the Board of Awards and discussed these proposals. The 
Board of Awards felt that the best interests of the Government were 
served by making a multiple award to the three lowest responsible 
bidders. 

Senator Gittette. Do you have in mind the number of the members 
of the Board of Awards? 

Colonel McCutua. There are four or five on this Board of Awards. 

Senator Gitterre. And they sit as a Board of Awards? 

Colonel McCutna. Yes, sir. 

Senator Gitterrr. Then when they have reached their decision, 
their decision is channeled on back out ¢ 

Colonel McCutza. In this case, the Board of Awards recommending 
multiple award, it was essential that they verify from the ordnance 
district that these companies would use the same price for the 750,000 
that they had indicated in their proposal. And that was done before 
it was submitted to the Board of Review. 

Senator Ginterre. Who makes the contract / 

Colonel McCunia. The district chief in the local ordnance district. 

Senator Gitierre. I thank you. 

Very well, Mr. Noone. 

Mr. Noone. That concludes the questioning on that point. Thank 
you very much, gentlemen. 
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Senator Gitterre. Thank you, gentlemen. 

Mr. Noonr. Is Mr. Max Golden in the room? 

Mr. Golden, would you come forward, please ? 

Senator Gutterre. The counsel advises me that he is through with 
the representatives from Ordnance today, if they wish to go. 

Thank you, gentlemen, 

Will you stand, Mr. Golden, please. Do you solemnly swear that 
the testimony you shall give in the matter now in hearing before the 
subcommittee shall be the truth, the whole truth and noth 1ing but the 
truth, so help you God? 

Mr. Goupen. I do. 


TESTIMONY OF MAX GOLDEN, DEPUTY FOR PROCUREMENT, OFFICE 
OF THE UNDER SECRETARY OF THE AIR FORCE 


Mr. Noonr. Mr. Golden, would you state your name and position 
for the record, please? 

Mr. Gotpen. Max Golden, Deputy for Procurement to the Under 
Secretary of the Air Force. 

Mr. Noone. Mr. Golden, during yesterday’s hearing, Colonel Heyer 
testified re garding an Air Force contract on which he attempted to 
bid. He stated that on March 15 of this year, his company received 
a request for a proposal covering 45 testers, generators, and regulators, 
for the Air Force. The bid was scheduled for opening on March 31, 
On March 26, the company received an amendment increasing the 
quantity to 177, and changing the description of the item to “Sun 
model 30-35 or equal.” 

Colonel Heyer testified that he checked commercial, cataloges, sent 
a man to Wright-Patterson Air Force Base, and requested information 
r plans on the model, but was unable to secure it through those sources. 

Colonel Heyer added that he has had similar difficulty in other 
procurements, and he has already discussed this problem with relation 
to Ordnance contracts. 

Our question is directed to the policy of the Air Force on contracts 
requ ring a spec ific model ior equi al, and whe ther the Air Force makes 
available to bidders models or specifications of these items. Are you 
prep red to answer that, or is there some other representi itive of ‘the 
Air Force who can do so? 

Mr. Gotpnn. Most of these questions were raised yesterday, as you 
know, and I got them by phone yesterday. There was not the time 
to get the people on the ground in from Wright Field. But I think 
I can answer gener: ality what you probably want to know. 

In the first place, this “or equi al” problem is not an easy one, and I 
think that Mr. Heyer would be first to state that. The problem does 
not revolve around just one kind of equipment. Commercial items 
comprise a great bulk of the procurements of the Air Force, as well 
as the Army or Navy. As for the Air Force, for example, we would 
like to buy as much commercial equipment as possible. I think it is 
good for us. 

It does not require changes in various methods of manufacture of 
contractors. In addition, it gets the stuff more quickly, and, I think, 
more cheaply, if we can use a commercial item wherever possible. 


Wes 








SMALL BUSINESS AND MILITARY PROCUREMENT 99 


The amount of commercial items has increased tremendously in 
definite proportion to the advance in electronics and other scientific 
fields. 

Now, on the one hand, we try to get as much commercial equipment 
as possible. On the other hand, we are confronted with what is a 
terribly formidable task: That of trying to put all bidders on an equal 
basis in terms of the particular piece of equipment we want to meet 
an operational requirement. 

I believe all of our policies are reasonable. It is in the application, 
in the problems inherent in buying commercial equipment, that we 
run into trouble. Standard items—and there are many of these, 
like file cabinets and certain types of electrical items—do not cause 
us any trouble. It would be foolish to spend the time and money to 
write a specification for an ordinary, standard piece of commercial 
equipment. We do not have the time and we do not have the money, 
and I do not believe that anybody would want us to. 

As to that class of items, there is sufficient knowledge among people 
in the business so that if you mention a particular type of standard 
equipment, if they are any good at all, they know what that equipment 
is. 

Mr. Noonr. Mr. Golden, may I interrupt at that point? 

Mr. Gowen. Yes, sir. 

Mr. Noone. Colonel Heyer introduced evidence and_ testimony 
yesterday to show that he is qualified in the field of electronics; his 
company has been in the business since 1923. 

Mr. Gotpen. That is right. 

Mr. Noone. He has produced millions of dollars’ worth of equip- 
ment, and yet he, with his outstanding background and experience 
in not only production but also in procurement procedures and poli- 
cies, ran into these difficulties in trying to obtain a model on this 
particular procurement from the Air Force. 

Mr. Goupen. Yes, I would like to come to that. I was trying to 
break out of this field certain items and just lay the ground work here 
for what our problem is. I think you can help us by understanding 
our problem. And by realizing that we are tryin g our best to solve 
it. 

You get into other types of items, and this Sun model U. D. T. 
tester, this engine tester, is one of those—that illustrate the kind 
of problems we run into. I think Mr. Heyer may not have stated— 
and I would like this made of record—that sometime ago, he did 
drop in to see me on the U. D. T. tester and explained his problem. 
His visit was timely as we were right in the midst of doing something 

about this “or equal” business, and his problem struck home. 

In his presence I immediately called Wright Field to get the details 
of the particular procurement, and I am satisfied that he was right 
™ one respect. Wright Field had indicated a Sun model tester, 

'. D. T. or equal; they had not, however, gotten the proper engineer- 
ing support when the matter was let out for proposal. In other 
words, it is unusual, when you go to purchase an item like the Sun 
model tester, to indicate what you want that piece of equipment to do. 

I think the least we can do in the services, when we run into that 
type of equipment, as distinguished from the ordinary type that 
everybody knows about, the standard type, is to say, “This tester 
should perform these functions.” 
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I took a look at the particular invitation for bids which Heyer 
showed me, and I believe it had no purchase description whi atsoever, 
no performance requirements on it. I think that is bad. It did 
not take long at Wright Field, when that was brought to their atten- 
tion, to cancel out this particular request for proposal, and to go 
back for engineering support within the Air Matérial Command, 
and to get performance specifications, a purchase description, if 
you will. 

I think one of the problems Heyer had was that he was not able 
to tell, from a picture, or catalogue cut, for example, that this particu- 
lar tester was self-contained ; that is, it operated under its own power. 
I questioned that at Wright Field, and they agreed that what they 
needed was a request for proposal that would alert and inform a 
bidder as to exactly what we wanted. 

That is our general policy. In this instance, I think, the applica- 
tion of the policy fell down. Fortunately, we caught it in time. It 
will be corrected. 

Mr. Noonr. Would you care to comment on that testimony ? 

Mr. Heyer. I certainly would. 

First, I want to thank Mr. Golden for his assistance in correcting 
what was evidently an error, or possibly purposely done to take care 
of a favored supplier, because it seems that that is the only place that 
we could get any protection. Why this unit was put out in the man- 
ner it was for negotiated procurement, I do not know. 

I ran into the testimony yesterday of the history of the case, and 
it started about a year ago, Senator, wherein this company, the Sun 
Electric Corp., attempted to have a directed procurement, on which 
nobody would bid. We and several others who were equally competent 
to make the product, did not see why the taxpayers should have to 
pay whatever price Sun wanted; so we insisted that a competitive 

bid be obtained, and, of course, we felt that an advertised bid would 
cover this type of equipment w ithout any difficulty. 

However, a negotiated bid method was used, which means that 
none of us knows how we stand, and the wraps of secrecy are dropped 
over the bid at the time that the bids go in. Nobody knows how they 
stand. It can be awarded to anyone. 

Now, I have brought up here repeatedly that the procurement 
agencies no longer function in this type of purchase. The thing lies 
entirely in the hands of the so-called technical evaluater. His opinion 
will decide who gets the bid. 

Now, if we have intelligent technical evaluation, presumably such 
things could not happen as the one which we went over earlier, and 
which Senator Gillette was not here to hear the t testimony upon, but 
in which it was adimitted that $116,000 of the taxpayers’ money was 

needlessly given to the seventh high bidder because nobody wanted 
to take the trouble to call us up and ask us about a difference be- 
tween a drawing and a specification. 
he written specification was correct. The drawing, which we 
were given 5 days to produce, with about 40 or 50 other drawings, 
had an error in it, amounting merely to the location of a box on a 
comparatively simple piece of equipment. 

Mr. Gotpen. Pardon me. This was not an Air Force piece of equip- 

ment ¢ 
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Mr. Heyer. No. I brought the problem up because I had some- 
thing very serious to bring up in connection with this particular pro- 
curement. 

We were very much surprised when we went out to Wright Field 
to find out—they were asked to come out by an evaluation oflficer-—— 

Mr. Noonr. Are you speaking now of. 

Mr. Heyer. In Wright Field. on this particular U. D. T. procure- 
ment. And we were very much surprised to find out this. The 
evaluation officer says, “There must have been an error in the placing 
of this invitation to ‘bid, because we do not want Sun’s model U. D. T.. 
which you bid on”—that is, which we and everybody else bid on— 
“that is their commercial model. We want the Sun model U. D. T.-M. 
That is the military model.” 

And there was absolutely no information available to anybody on 
that, and we still do not have any information on it. 

But there is something a little bit stranger. 

Mr. Noonr. Who was the officer who gave you that information ? 

Mr. Heyer. Captain Webb. ; 

There is something a little bit stranger, and I have hesitated to 
know whether to bring this into the record or not, but I think 
should be brought in. 

I was an Air Force officer in the last war. I have a great many 


friends in high places here in Was! ington and at Wright Field. I 
have never once contacte “<l them with t] a of assisting me on pro- 


curement. 

We do not maintain expensive apartn ents with liquor and all that 
groes with it to influence buyers or technical evaluators. We have 
tried to get our business vel erally on the basis of the lowest qualified 
bidder. 

()n the record, we have ] own already in t | e } st ] istoryv. where 


better than $700,000 worth of busing 1 it we ere low bi Ider on 
has been given to | igher bidde On te hnical evaluation o1 ly, and yet 
we are a competent source. And the taxpayer has paid $271,000 more 
for that product. It was admitted here a short time ago by Mr. 
Lavton of the Ordnance Tools Evaluation Department, I believe he 
said. that this P articular equipment which I ment oned, which was 
taken away from us because of a difference in the necifications- that 
had there been ho technical evaluation - We WO lel have been com- 
petent to make it, and any differences would have been found out by 
the inspection department when the first article was mubeabitend: And 
my contention is that the buyer should do this job himself, and that 


the inspection department, which is set up to see that the contract is 
performed properly, should see that the Government gets what it 
wants, because there is a great danger in putting the entire problem of 
who gets the bid in the hands of the oe chnical evaluator. 

Now, I have an example here which, as I say, I have hesitated to 
quote, but I am going to put it into the record. 

We hired a detective agency here about a month ago in Wright 
Field, in Dayton, in order to see just exactly whether perhaps the Sun 
Electric Corp. representative was enjoying any privileges that we did 
not enjoy in contact with personnel at Wright Field. I would just 
like to read this particular item. 

Mr. Gotpen. Mr. Noone, could I inject something there? 

Mr. Noone. Surely. 
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Mr. Gotpven. If he has information that warrants some criminal 
investigation, I would suggest that he give it to the proper people. 
He may compromise whatever good he is trying to do. 

Senator Gitierre. It is my opinion that the matter that the Colonel 
has to present should be received. You will have an opportunity to 
reply to it or explain it. 

Mr. Goitpen. Senator, do not misunderstand me. I am interested 
in hearing it. I just wanted to bring out to you that if there is 
something really wrong, first we want to know it, and secondly, it may 
prejudice an FBI investigation on the matter. 

Senator Giiuerre. It may prejudice it? 

Mr. Gotven. It may compromise an FBI investigation. For ex- 
ample, in our practice, whenever we find something wrong, we do 
not go shouting it to the world, but take it to the FBI, and then we 
stay out of it and let them develop it. We have had success with 
such procedure. I think if Heyer has a good case, he may alert the 
people he is trying to show you are wrongdoers, and compromise any 
FBI investigation. But you go ahead. 

Senator Guterre. Of course, the function of a subcommittee like 
this is a matter of eliciting facts. 

Mr. Gotpen. Yes, sir. 

Senator Gittetre. They may have value or they may have no value. 

Mr. Gotpen. I merely meant to be helpful. I happen to have had 
a little experience in this kind of business. 

Senator Grterre. I am very glad to have the suggestion, but I 
believe on behalf of the subcommittee, we should receive it. If it is 

valueless, it will be eliminated; and it will be weighed, and if, in the 
opinion of the subcommittee, it contains matter that suggests possible 
criminal action, the subcommittee may order it referred to the Jus- 
tice Department or the appropriate department. 

The counsel very properly suggests that he would like to have a 
look at it before you read it into the — 

Mr. Suretey. If the Senator please, I do not think Colonel Heyer 
is going to mention any names. This merely illustrates the problem 
of these technical evaluators, and he merely wishes to present it to 
the subcommittee for that purpose. Senator, and not to make accusa- 
tions. These are merely confidential reports from hired detectives 
looking into the matter which the Air Force should be looking into, 
if they are doing their job, and he does not know any more than the 
reports purport to show. But I think that they properly should be 
submitted to the subcommittee now, because we have taken this up 
with the military before. And witness our presence here without any 
kind of results. 

I may say that Mr. Golden has not been involved in any way, nor 
his department, in this particular aspect of the problem, but it deals 
with this partic ular contract we are talking about, the Sun U. D. T. 
proposal which is now pending at Wright Field. 

Senator Gitterre. Will you let the counsel see it ? 

Mr. Noone. May I take a look at it, Colonel ? 

Mr. Heyer. I did not want to introduce the name of the officer 
which appears on here at this time, if I can help it. 

Senator Gitierre. You do not have to. 

Mr. Heyer. It is written on it. That is the only trouble. 
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Senator Gutetre. It will not be made part of the record. 

(A document was shown to Mr. Noone. ) 

Senator Giutterre. The material can be introduced here in the 
record without mentioning the names. The names will be made 
available to the subcommittee for any action that they may see fit 
to take. But you may proceed without mentioning any names 

Mr. Heyer. Yes, Senator. 

The testimony, or rather the information we have received from 
this detective bureau in Dayton indicates numerous contacts between 
the Sun representative and evaluating officers or personnel on this 
same subject of this U. D. T. tester 

Senator Giuttetre. What sort of contact? You say numerous con- 
tacts. 

Mr. Heyer. Contact outside of the field, for lanch—— 

Senator Gitierre. Social cortacts? Are you referring to social 
contacts ¢ 

Mr. Heyer. It is impossible to tell whether the contacts are social 
or otherwise. The contacts that were held out at restaurants and 
so forth indicate that they could have been social or could have been 
business. The Sun representative had in his station wagon certain 
pieces of equipment which he undoubtedly desired to show to the 
evaluating officer. These contacts are merely indicative that the 
evaluating officer may be under certain influences because of these 
contacts, and therefore could possibly influence who gets this busi- 
hess. 

Now, the most recent one, which is in the mail now, and which we 
received over the telephone today, is that this officer spent, on Wed- 
nesday, April 23, from 9 p. m. until 1 a. m. in a small garage in the 
back of the motel where the Sun representative lives, going over the 
same model U. D. T. piece of equipment that we bid on, and on which 
we objected to the fact of how the whole bid had been handled from 
the beginning, and a conversation was picked up by the detective 
in which the officer said, this is the best machine he, the officer, knows 
of. However, he did not want to get into trouble with the General, 
as he, the officer, had done all he could. 

Now, my reason for putting this in here is not any other reason—— 

Senator Gittetre. Colonel, let me interrupt you at that point. 

Of course, your evidence, Colonel, is not the best evidence as to 
what was said. You were just citing the report of someone that was 
representing you then. This subcommittee, in its discretion, may re- 
quest the appearance of the man whom you have quoted as having 
heard this conversation. Your report to us, of necessity, is not of 
your own knowledge. It is just a report that — man has made to 
you of a conversation which he said he overheard, and being of that 
nature, this subcommittee can, in its discretion, determine whether 
it wants to develop the incident or whether it wants to drop the 
incident. 

If it wants to develop it, it will subpena the agent who actually 
heard the conversation and take his testimony. 

I just am calling attention to the fact that in evaluating testimony 
of this kind, in the course of our investigations, your evidence is what 
is known as hearsay evidence, and would not be admissible in a court 
of law. But our record, following the rules we do, is here for such 
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value as we want to give to it, and may be the basis for further inves- 
tigation in dev eloping the evidence if the members see fit to do it. 

Now you may proceed. 

Mr. Heyer. Thank you, Senator. I think I understand that. I do 
not know too much about all these legal angles. But I introduced 
this largely to show the Erte that the technical evaluator has 
in deciding who gets the business and how easy it is for him to be in- 
fluenced, and how he can make a decision against the low bidder with- 
out the low bidder even having a chance to defend his particular de- 
sign. 

This is all done under wraps. Even on the advertised bids, the ones 
that we have been eliminated on, we never had an opportunity to sit 
down with the evaluator and discuss or explain differences of opinion, 
which is what it amounts to. 

Senator Griterre. That is a matter upon which I as a member of 
the subcommittee will want to interrogate Mr. Golden or anyone else 
who is familiar with this practice. And we will develop that very 
shortly. 

Did you want to comment on that, Mr. Golden ? 

Mr. Gotpen. Yes. I was going to suggest that I heard about Mr. 
Heyer’s testimony, and I made some notes. If it will save time, I will 
take them up seriatim, if you want. I think they take up the points 
that you want covered. 

Senator Gitetre. Proceed. 

Mr. Gotpen. ‘To the extent that I do not, you can ask me pertinent 
questions. 

I think the first point to bring up is that Mr. Heyer would like us, 
without evaluation on some of these procurements, particularly of 
commercial or semicommercial application, to eliminate ev: aluation. 
He also suggests that we accept the item offered by any firm, which 


may be a reputabl es lmay have been in busin ss fora long time, 
and take « ir ch unces ON pel formance in testing the first ‘tem or two. 

I would like to say that oul policy is exac ctly opposite to that, and 
I do not see h iow we can change that policy. ‘I do not think we can 
ever compromise the Air Force he get itional requirements. I do not 


believe that this committee would want us to take the say-so of any 
firm with respect to a particular piece of equipment. 


Mr. Noonr. Excuse me, Mr. Golden. 
Mr. Gotprn (continuing). And eliminate evaluation entirely in 
reval | TO an award. 


Mr. Noone. I appreciate that. We would not want to eliminate it 
entirely. But Colonel Heyer’s point was wy where vou have an ex- 


pe manent, qualified producer on an item, should not be necessary to 
vO ao eh the engineering evaluation a 
Mr. Gorprn. Mr. Noone, you may have an experienced producer, 


but a ay not have an item with which we are experienced. It seems 
tome that we have got to look at the item he is offering to meet the per- 
formance requirements that we want, and whether he is General Motors 
or whether he is Mr. Heyer, we have to decide whether the particular 
item he offers can do the job we want it to do. 

Mr. Noone. Do you actually in each case go through the engineering 
evaluation step, for example, on a company like General Motors? 

Mr. Gotpen. On a new item, we would, yes. If we had no ex- 
perience with the particular item, we would. I can safely conclude, 
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as a matter of Air Force policy, that if Heyer’s suggestion is to avoid, 
before award, technical evaluation, on a commercial or semicommercial 
item, we are not in a position to do it, and it would be dangerous to 
do it for several reasons. One, obviously, if it is an item of importance 
in an aircraft or in some other complic ated equipment, we cannot take 
the chance of failure of the item. Two, to say “Let us wait until we 
test the first item,” would mean that we put the man in operation, make 
the award, and Jet him produce, and, depending upon how much time 
goes by, we have lost if his item does not meet the requirements. 
I do not think you can run a military mission in that 
a Noone. I agree. But where you have a standar 


i i 


fashion. 
| item which 
has been procured in a past, is it necessary to go through that step ¢ 

Mr. GoupEN. No, it is not, and it is not done. If thev have ex- 
perience with a partic me ar item, they will not doit. I think one of the 
ways to solve part of this prob lem is to get proper engineer Ing support 
from within the Air Force by pre-testing or pre-determining various 
types of commercial equipment. Whe ~ ver possible we are trying to 
meet the recommendation that you made this morning, that is, that if 
we can have four, five or six items of a particular kind th: at can do the 
job, we should list those items rather than list one particular item. 

I think that that will solve the problem. That, however, involves 
us in a lot of work. But we are trying to do it. 

Obviously, we can just about meet our technical requirements in 
terms of our engineers working on our aircraft, and missiles and en- 
gines, and electronics equipment. ‘The problem has been that you 
have only so many engineers and you Co so many technical items 
that require first priority that have to be introduced into our Air 
Force system, and the engineers can do only somuch. We are trying 
to pretest as many commercial items as we can. We are not always 
rong to be able to cover all items. 

Now, the next point Heyer makes is that in many cases we put 
the item out “or equal,” and we do not furnish specs and drawings. In 
many cases, we cannot do it. It is usually a proprietary item, and 
ve do not have the drawings and specs. 

Mr. Noonr. Why do you advertise, then, for “or equal’? 

Mr. Gotpen. For example, if it is a sele source item, and nobody 
else makes it, obviously there would be no purpose in doing it. But 
ii Many instances, it 1s an item which may have been incorporated 
in an end item we bought. It may be a component of it. It is the 
only experience we have with the item. We now go out for replace- 
ment of that item. We try, if we have any knowledge that there 
inay be items of a similar kind = it will do the job. to offer it on an 
“or equal” basis. We may do it by advertising; we may do it by 
negotiation, 

Where we have no specs on the thing, we generally try to give a 
purchase description. 

I think that is the best way to do it, when you are short of specifica- 
tions and drawings: Tell what the item will do, and Ll am sure if Mr. 
Heyer had the details of what this Sun U. D. T. tester could do, he 
would have had no difficulty. 

Mr. Noonr. But he did not have that information in this instance. 

Mr. Gotpen. He did not have the information in this instance 

Mr. NOONE. Now. n veneral question along that li e. The general 
tenor of your testimony has been that that is an isolated case, that 
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ordinarily the Air Force does provide either models or detailed speci- 
fications on these “or equal” items ? 

Mr. Gotnen. No, I did not intend to give that impression. I still 
think we have a long way to go. We still have lots of commercial 
items that we are developing a need for in line with our policy of 
trying to use commercial items, fer which we do not have specifica- 
tions or drawings. 

Mr. Noonr. Then how do you know what you are going to buy? 

Mr. Gotpen. We have experience with a particular item. Let me 
give you an illustration. 

Mr. Noone. Why don’t you make that particular item available for 
other possible suppliers ? 

Mr. Goutpen. As Mr. Heyer has said, we do it in many cases. We 
have the item available at such-and-such place, at such-and-such depot. 
He can go look at it. You run into lots of items that you just are 
not able to do that with; you have a—— 

Mr. Noone. I cannot understand that point. What type of item 
would that be, where you would not have a model or a specification 
showing exactly what it can do? 

Mr. Gotpen. Let us take this illustration. One of our contractors 
was recently ingenious enough to foresee a particular military appli- 
cation of a piece of commercial equipment. He adapted his com- 
mercial item for military use. He developed it, showed it to us, and 
it was exactly what we wanted. It satisfied our purposes in New 
Guinea; it satisfied our purposes in the Arctic. It was that kind of 
equipment. 

On the other hand, there were many other firms who built a strictly 
commercial item that could, with modification, if they were as ingeni- 
ous as he was, do the job. 

We were faced with an emergency procurement. We decided this 
fellow was on the road, and we needed a certain number of those 
items. We did not buy all the items we needed from him, but we went 
ahead and bought some. 

Now, there was no opportunity there, for example, to go out and 
work up a specification or put something out that would ‘put every 
body on notice as to exactly what we wanted. We therefore bought it 
and we are using it, and on the next procurement for this item, we will 
have something to offer their potential bidders. 

Mr. Noonr. You may have urgency in that case? 

Mr. Gotpen. We may have urgency. We may have a completely 
new item that he is the only one in de -velopme nt on. 

Mr. Noone. Urgency is the only reason in my opinion that would 
stand 7. as a reason for not making the model or prototype available 
to other bidders. If it is not an urgent item, why not make the proto 
type available for examination ? 

Mr. Goitpen. As Mr. Heyer has said, I think he found the Air Force 
has done that in many, many cases. 

Mr. Heyer. I may say that they had both of these units available in 

the field and could very well have put in the bid invitation that the) 
would be up there, so that we could go up there and look at them. But 
it was not in there, and they apparently knew nothing about it. We 
finally dug out the fact that the unit was at the field, the generator test 


bench. 
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Mr. Gouden. There is no question in my mind that as to a procure- 
ment of that kind, they should have put it in. 

May I add one ‘thing that I think Mr. Heyer neglected to tell you, 
too? And that is that I became very inte! ‘ested in Mr. Heyer’s par- 
ticular case, and we did assure him—and I think he probably should 
have told you this—that we wanted to follow this procurement 
through. We instructed our people at Wright Field to give him an 
op portunity to refute any engineering evaluation, if there was a nega- 
tive evaluation, and to give us the answer on whether his partic vular 
piece of equipment will do the job. 

We are interested in this problem, and it is not an easy problem. 
We think it will be solved. It will take a little time. 

Mr. Heyer. I would like to say that that is abs olutely true, that 
Mr. Golden did try to see that we were given a break on this job, 
a chance, at least, to talk to the technical evaluators. And I do not 
doubt at all but what that was why we were invited up to talk to them. 

I have every reason to believe that we would not have been, except 
for that. 

Now, evi point in coming down here was not to complain about 

what Mr. Golden did, because he has been very helpful. But we 

cannot run down to Washington on every one of these bids and take 

up the time of important officials to try to see that we are given a 
fair shake in the bid. It should be a part of the procurement regu- 
lations to make that obligatory on the procurement people to pro- 
duce samples, so that we can make an intelligent bid. 

Furthermore, the statement was made that I feel that technical 
evaluation should be eliminated. I did not make that statement. 
I said that under many conditions technical evaluation should be 
eliminated. 

Now, if we have a specification which has taken 2 years to prepare, 
and if we are a responsible bidder, it certainly seems to me that the 
low bidder should get the business, and it is up to the inspection 
department to determine whether he meets the spec. 

Senator Gitterre. I want to ask a few questions on that general 
subject matter that Mr. Golden has been discussing, and that you 
have now been discussing, again for the purpose of making the record 
intelligible to those of us who are not able to attend these meetings 
and get the facts. 

You have discretionary authority—not you, but your Procure- 
ment Department—you have discretionary authority to negotiate, 
by negotiated bid. or to adve rtise for bids? 

Mr. Gotpen. Yes. We have complete discretion. As a matter 
of fact, it is the ae y of the Department of ce fense as promulgated 
in December of 1950, by General Marshall, when he was Secretary 
of Defense, to authorize negotiation and to a ize advertising where 
otherwise appropriate and where it would not interfere with the 
accelerated program that we were just about entering into in De- 
cember of 1950. 

Senator Gitterre. So the law o1ves you that choice ? 

Mr. GoLpen. Yes, sir. 

Senator Giuerre. Whether you proceed by negotiated contract 
or advertise for bids. 

Very well. If you acivertise for bids ir advertisement basec 
+ } 
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Mr. Goipen. That would depend upon many things. One, if 
is a technical item, an Air Force-military operational item, we gen- 
erally have military specifications which cover the particular item. 

Senator Gitterre. Who draws those specifications ? 

Mr. Gotpren. The Wright Air Development Center at Wright 
Field. The engineering portion of the Air Force is charged with 
drawing up specifications. 

Senator GILLETTE. Do prospective bidders have any access to those 
drawing the specifications before they are drawn ? 

Mr. Gotpen. If you mean, come in and discuss particular pieces of 
equipment 
Senator Gitterre. And make suggestions as to what the specifi 

eations ought to be. 

Mr. Goupen. I would say that, within the province of the engineers 
at Wright Field, they can solicit the aid of industry in general. 

Senator Gitterre. And with that sort of practice, it would be an 
easy matter in man y cases to draw a specification so that only one 
type ot bidder, or Int ivbe pe rl Lhe aps one nik anutfactul ing concerh, would 
be the only one that was in a position to bid¢ That is possible, is it 
not ¢ 

Mr. Gotden. If you will limit it to “that is possible,” yes, sir. 

Senator Gitterre. Now, you have drawn your specifications and 
you have advertised for your bids. The bids have been received. At 
what point does your technical adviser come into the picture, your 
evaluator, I believe you called him ¢ 

Mr. Goupen. If you are talking about specifications—are you talk 
ing about an item for which there are specifications or an item for 
which you do not have a specifi ‘ation ¢ 

Senator Gitterre, Discuss both of them. I am trying to carry 
the thing { rough. You have advertise for bids. If they were 
based on your spec ifications, of course, the request for bids ‘carries 
the specification. 

Mr. Goutpen. Yes, sir. 

Senator Giutetre. Very well. A, B,C, and D come in with bids. 
They have qualified financially. They have the facilities for making 
it. 

Mr. Gotpen. Yes, sir. 

Senator Gittetre. So they are qualified bidder At what point 
d eS your evaluator come 1n, ¢ and how doe ~ he come cn 8 

mer GoLpeN. The buyer will refer the bids and the offer of items 
of «¢ h of these bidders to the Wright Air Development Center, his 
engineering support. These pieces of equipment, or the drawings 
which apply to the pieces of equipment, would be evaluated by him. 
He has to decide whether What is offered by the contractor meets 
what has been solicited by the Government. 

Senator GiuLeTrr. Now, that is the next point. Does the bidder 
submit a sample of his manufactured article that he says that he 
can manutacture according to those specifi ations? Does he submit 
it ? 

Mr. Gotpen. In general, I would say that the practice is that he 
does not. 





J 


Senator Gitterrr. He does not. Then oe man qualifies financially, 
al d qualifies as toa factory, hov does | e evaluate or determine whether 
or not his product can meet the requirements if he has not seen it? 
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Mr. Goupen. I think it is an easy matter for an engineer. In other 
words, the fellows at Wright Air Genaliaaneed Center are technical 
men. They are engineers. If they did not know their business and 
if we knew they did not know their business, we would not hire them. 
They sit all day over the drafting boards and in testing labs, working 
out spec ifications, initiating them. They obviously know, when they 
receive a bidder’s specification, whether there is a deviation from our 
specification. We have to rely somewhere in the Government on some- 
body to tell the buyer, who is not a technical man, whether a particular 
item or specification offered meets what we are asking for. 

That responsibility has to repose somewhere. We have reposed 
with these engineers. They are the best people we have. 

Senator GitLerre. Yes. 

Now I want to refer to a specific instance in my own State, and the 
Wright Field, which was brought to my attention by my constituents. 

Mr. Goupren. Yes, sir. oes 

Senator Gitierre. A bid came in on specifications, and the bidder 


it 


had qualified financially. The bidder unquestionab a4 iad the manu- 
facturing facilities. He bid on the specifications t] eae 


His bid came in, and it was low bid, on those specifi ai No engi- 
neer under the shining sun—lI do not care how efficient he is—it seems 
to me could know whether the manufactured article that he was going 
to deliver met those specifications or not if he did not submit a sample 
of what he was going to do. 

He said, “I can meet those specifications. Iam going to manufacture 
the article and make it wren . to you at this figure.” 

Now, what Is the evaluator Ine to do? 

Mr. Goutpen. | think that maybe we have been talking about two 
different things. In my answer to you, I assumed, for the purposes 
of your question, that we had in mind ; . particular item of this par- 
ticul: ir bidder, that these bidders had ite ms which they had produced, 

‘that they were offering specs that perhaps were modified in certain 
- uticular ways that had to be evaluated. 

Senator Guerre. The specs were submitted. 

Mr. Goupren. On the particular « ‘ase, where you had competent 
bidders, competent both financially and capacity wise, that is, al bility 
to perform technically, even though the ‘y had never produced the ite 
but agreed to meet the specifications, we would accept their low a. 

Senator Gitterre. But in this case, they did not. They said, in 
the opinion of the evaluator, this man could not produce the article 
at that price, 

Mr. Gorpen. I do not know the particular case. gut “could not 
produce the item at that price” might connote several things: his 
ability to perform at that price might be in question, for example. 
It might be that their judgment was that the range of bids for the 
particular item, for example, ran about $6,000 a unit, whereas he was 
bidding $500. And while we do not try to be paternalistic with our 
bidders, we have many, many cases—— 

enator Gitterre. I will just ask one more question, and that will 
be all, because | must go to the floor. 

Speaking as a man, does not the opportunity exist for col 
between an evaluator and some favored bidder by using this method, 
eee , 


on an opinion that “I do not think this man can « 
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Does it not open the door for collusion ? 

Mr. Gotpen. Senator Gillette, you just cannot legislate dishonesty 
out completely. We find a case here and there. I can answer some 
of the general charges Heyer made. I do not think you want me to 
now. But I am prepared to defend the general honesty of the people 
working at Wright Field, who have been there for periods up to 
30 years. There are 36,000 people there. That is a good-sized city, 
and in any good-sized city you will find a few who will collude. 

Senator Gittetre. We found some of them in official life. 

Mr. Gotpen. You will find some of them, and I do not think that 
we will ever eliminate the possibility that there might be collusion. 
We try to establish procedures that eliminate or give them less op- 
portunity to do it. But in direct answer to your question, there is 
a possibility here in the Pentagon; there is a possibility at Wright 
Field; there is a possibility out in the Detroit Arsenal, or anywhere 
else. 

Mr. Surrey. If the Senator please, may I make one statement 
with reference to a legal point? 

I just want to raise a legal point. That is, Mr. Golden says that 
it is in the absolute discretion of the Air Force to determine whether a 
bid shall be obtained by negotiation or by advertising. I take it that 
he is referring to the basic law, Public Law 413. 

Mr. Gotpen. Yes, sir. 

Mr. Surptey. Which, as I read it, and I merely ask the subcom- 
mittee to consider it, this Congress wrote the law saying, “Procure- 
ment shall be by advertising,” in mandatory language, “except,” 
and then it lists 10 or 12 specific exceptions. Therefore, I do not 
think that it is within the absolute discretion as a legal matter that 
the armed services can negotiate at their pleasure rather than 
advertise. 

Senator Gitietre. That was my memory of the law. 

Mr. Gotpen. Senator, Mr. Shipley’s statement is completely in- 
accurate. I know the law. Ihelped draft it. I lived withit. Isaw 
the change in the rules when Korea came. 

Mr. Shipley is not up to date on the fact that the very first excep- 
tion in that Public Law 413, which the Congress in its wisdom gave 
us, is that in the event of a national emergency, the Secretaries of 
the Departments could determine that it 1s in the interest of national 
defense to negotiate. Each of the Secretaries in the Military De- 
partments have so determined. They have cloaked their people with 
the authority. That was the judgment of the Office of Defense 
Mobilization, the DPA, and General Marshall, and we have all done 
it. 

That does not mean that we do not advertise where we think adver- 
tising can still doa job for us. But the shoe is on the other foot now. 

Senator Gittetre. You have the discretion ? 

Mr. Goupen. There is no question about it whatsoever. 

Mr. Suiptey. I am aware of that exception, but Tam pointing out 
the language, “It shall be by advertising, exc ept,’ > and they over- 
worked these exceptions to the point that I wish the subcommittee 
to consider. 

Senator Gitietrre. Thank you. 
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Of course, the subcommittee can verify that very easily. 

Off the record. 

(Discussion off the record.) 

Senator Gitterre. What other witnesses do vou have ? 

Mr. Noone. We have Colonel Hicke ‘y, of the Office of the Judge 
Advocate General, Department of the Army; Mr. M. H. Steger, As- 
sistant General Counsel, Department of the Navy; Mr. Richard Len- 
nihan, Director, and Commander James M. Robertson. Deputy Di- 
rector, Office of Small Business. Munitions Board. , 

Senator GuteTre. Will you gentlemen each hold up your right 
hand ? 

Mr. Srecer. We may want Commander Fox, of the N: avy Depart- 
ment. also to testify if he could be sworn at the same time. 

Commander Rosertson. We have other witnesses, too. 

Senator Gitterre. Are there any other witnesses ? 

Mr. LenntHan. Colonel Philipps. 

Commander Rorserrson. And Mr. Seanlan will be asked to sup- 
port us. 

Senator Grtterre. Will you each hold up your right hand? 

Do each of you individually solemnly swear that the evidence you 
shall present in the matter now in hearing before the subcommittee 
shall be the truth, the whole truth, and nothing but the truth, so help 
you God? 

(All answer in the affirmative.) 

Mr. Noone. Colonel Heyer, do you have any additional comments 
or questions that you would like to make in reference to Mr. Golden’s 
testimony ¢ 

Mr. Heyer. I would like to clear up one point. The Air Force does 
give advertised bids on specification items to the lowest qualified bid- 
der without question. 

In other words, the point that we have made is that if we bid on 
the specification and are free to duplicate it, the point that the Senator 
just brought up, in our experience, where we are qualified—and we 
have been in every ¢ ase—there has been no difficulty in getting t! 
bid without question, or any technical evaluation. It was left up to 
the inspector. It is only ordnance that introduces this technical evalu- 
ation on a specification bid, or an “or equal” bid, before the contract 
is issued. 

Mr. Noone. IT am glad to hear that. 

Colonel, before you go, with reference to your testimony earlier re- 

garding the re port that you received by telephone this morning con- 
cerning activities at Dayton, could you furnish to me a written report 
on that entire matter ? 

Mr. Heyer. Yes, we will. 

Mr. Noonr. I would like to have that as soon as it becomes avail- 
able to you. You say that it is in the mail now ? 

Mr. Heyer. It is in the mail. 

Mr. Noone. I would appreciate receiving that at the earliest op- 
portunity. 

Mr. Heyer. You certainly will. 

Mr. Noonse. Thank you very much for coming 

Mr. Heyer. Thank you. 
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Mr. Noone. Mr. Golden, in yesterday’s hearing, Henry Bock, vice 
president and sales manager of the Auto City Plating Co. of Detroit 
testified that his company did porous chrome plating for the Air Force 
during World War II, and that the Air Force had recently let a con- 
tract for the porous plating of a quantity of cylinders. 

According to Mr. Sack, the Air Force stated that this was a tem- 
porary expedient until the Air Force could complete the installation 
of plating equipment in its own shop at Kelly Field. 

The Air Force has stated to. this committee that ‘it is modernizing 
its general plating and porous chrome plating shops at Kelly Field at 
a total expenditure of approximately $650,000. The Air Force has 
stated that it is doing this because it must have a facility close to the 
source of generated items for close aircraft maintenance support. 

The Air Force has added that the work done there is usually of an 
emergency or job-shop type, involving a number of completely differ- 
ent items. The quantity of items varies considerably, and the work- 
load is spasmodic, according to the Air Force. 

It was added that it would be extremely inefficient and uneconom- 
ical to let such support contracts. 

Now, Mr. Bock has stated that the average plating shop costs about 
$100,000 to equip, and that an expenditure of $650,000 indicates a 
sizable expansion in Air Force plating facilities. 

I should state that many members of the plating industry have come 
to the Small Business Committee seeking assistance in getting either 
materials or contracts. As you know, they use critical materials, 
copper, nickel, and others that are in short supply today. In the ab- 
sence of the materials, they would like to get defense contracts through 
which they would get these critical materials. They have been unable 
to do so. 

This report concerning the installation of plating equipment at 
Kelly Field naturally aroused our curiosity, because it appeared that 
the Air Force was going into a field of activity which normally went 
to the plating industry. 

Could you comment on the reasons for the Air Force installing this 
rather sizable amount of equipment at Kelly Field for plating 
purposes ¢ 

Mr. Gotpen. Mr. Noone, I heard about this matter yesterday after- 
noon. This gentleman testified. And to the extent that you are will- 
ing to rely upon information phoned in, I think that I can generally 
comment on the problem. 

If you want a study case on this, we will be glad to furnish that to 
you in addition to any general comments that I have. 

Mr. Noone. Yes, we would like to have that. 

Mr. Gotpen. You have inquired of us many times as to why we are 
giving certain of our major contractors facilities for metal plating. 
I believe we have told you in the past that in the first place, the giving 
of facilities to a particular major contractor is incidental, where it is 
done, to his major job, of producing engines, for example, for the air- 
craft that the Air Force buys. 

In each case, as in the case wherever we furnish facilities of other 
kinds, when a contractor comes in and tells us what he needs to do the 
job for us, whether it be Buick manufacturing an important engine or 
one of our aircraft manufacturers, each of his requests is by bit and 
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piece, and this is what industry generally complains of, and is analyzed 
to see if he needs those facilities, because we still operate under the 
announced policy of not expanding new facilities where existing sub- 
contracting facilities exist. 

That is our cardinal principle, and I think in general that is our 
prac ‘tice. 

In the cases that we have analyzed for you, where you did point up 
cases of metal plating having been given, we did establish, one, that in 
oak case the Air Force did go out and analyze the partic _— area 
where the work is going to be done, to see if there was sufficient metal 
plating capacity, and in addition, that we took into account, in pre 
localized metal-plating facilities where they were available, whe ther 
the nature of the operation was such that it was feasible to take off 
the engine production line particular parts that had to be metal plated, 
ship them over to the metal plating outfit, and bring them back to the 
production line. We found that we obviously could not do it on pre- 
cision parts, that it would just be extremely expensive, and that there 
was a great danger of damage in transportation, for example, to take 
precision parts and try to take them off the production line, ship them 
out, and bring them back and put them in the line 

In the first place, you have to have an excessive inventory to do that 
on the production line, or else you hold up: your production line. And 
as you know. we do not hs ave e xcessive inve ntorl es on p rodue tion lines. 

This is apart from cost. In other words, cost is one factor. It is 
awfully expensive to go through the operation I have just suggested. 

I think in each case that we have analyzed, we found that in certain 
cases, metal plating facilities have been authorized, and I think we 
make a good case when you are de aling with a production line item. 


Now. as to your porous chrot ne fac ih Uy t] t youl nti ned, I had 
in opportunity to look into that by pho e, and | nd this to be the 
situation. It is true that we are modernizing Ke eld. the depot 
facilities there. We h ave always had a meta r facility there. 
eae eee cere We are modernizing not only the porous chrome plat- 
ng facilities, but hoeaepe e general metal plati ’ 

As vou know, that is an overhaul depot. Pieces eo from all 
over. They are generated, and as vou say, t may come in spurt 
they may not come inat all, and they m iy come 1n large q UAititie 

Porous chrome plating, I am told, is a very technical process. I 
understand that one particular firm has devi lope | it nad has the pat- 


ent rights on it. 
Now, we have given a contract to the particular firm for, I believe 
. 12.000 ¢ ‘vlinde rs. These evlinders are from engines that are ( ken 
out, sand they chrome plate them. wenn of fact, we find that the 
results of that chrome plating under this process give us a better cylin- 
der than we had to start with when it was new. 

We still have requirements for chrome plating, and we will always 
iave. We have found that from an operat nal need, we have to have 
porous chrome plating facilities at Kelly. They do overhaul work 
there. They not only metal plate, but preliminary to metal plating 
they bore and grind, and they have to have all the « “quipment necessary 
for that. 

So we are satisfied that operationally we have to Go it. So we still 
have requirements in excess of what we are coing to do at Kelly. 


} 
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Mr. Noonr. How do those requirements compare with the work 
being done in your own shop at Kelly Field ? 

Mr. Gorpen. I do not have the breakdown of the work being done 
at Kelly. But we do know that we are in desperate shortage for 
chrome plating facilities, that we have right now requirements that 
we — like to place under contract. 

Now, I do not know whether we have looked into this Auto Plating 
firm in Detroit, but I have instructed the people at Wright Field to 
look into it for me, and to find out if they have the vapacity, if they 
can do the job, and if they are otherwise properly authorized to do it 
in accordance with this process. 

I can assure you, in view of what Wright Field told me yesterday as 
to the need, that I think we would be very much interested in talking 
to this Auto Plating firm, if we have not done so already. 

Mr. Noone. I understand that they did do porous chrome plating 
for the Air Force during the war. 

If you do not mind, I would like to call Mr. Bock to the stand. 

Mr. Gotpen. Surely. 

Mr. Noone. Is Mr. Bock present ? 

Mr. Suock. He has gone back to Detroit. 

Mr. Noone. Mr. Shock, would you come forward, please ? 

Mr. Suock. Yes. 

Mr. Noone. Mr. Shock was present yesterday. 

Would you care to comment on Mr. Golden’s testimony regarding 
porous chrome plating ¢ 

Mr. Suock. The porous chrome plating, just as Mr. Golden said, 
is quite an important feature for preserving these cylinders. It is 
a build-up of a hard finish on the walls of the cylinder, and the indus- 
try is quite interested, as well as the Air Corps, in probably having the 
new engines come out with a coating on the inside which would cause 
the engine to wear about two or three times as long. 

What the plating group are alarmed at is that ‘there are about 8 or 
10 companies that do all of this porous chrome plating for the Diesel 
engine industry. It is the same process as they use and have developed 
for the Air Corps. 

Now, during the war, we had a number of our companies that 
did this porous chrome plating for the Air Corps, and before the war 
was over, all of their contracts were canceled and the work was all 
diverted into the Government-owned plant down at San Antonio. 

We understand that they have a shortage of labor down there that 
could do the work properly even if they did put in this large installa- 
tion, and, of course, the companies who have already purchased equip- 
ment and have been doing this work—of course, the equipment. is 
practically junked with them. It is in storage, and has not been able 
to be used, while at the same time the Government is spending all of 
this money to put in facilities which these companies can go right 
ahead and carry out at the present time. 

The small amount of transportation would not amount to a great 
deal because, as I understand, during the war these companies that 
did all this porous chrome plating did not send all their cylinders to 

San Antonio. They sent them to different parts of the country, 
Wright Field, and through the East, and all over. It is not a matter 
of transportation somuch. But asa principle involved, we figure that 
putting in this large installation—we heard it was going to amount to 
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several million dollars, where they intended to do all of this work on 
the chrome plating of Air Force cylinders—— 

Mr. Noone. The Air Force has stated that it would cost approxi- 
mately $650,000. 

Mr. Suock. They did state that they had reduced the cost, and it is 
different from what we had heard. ‘And that is why we made that 
complaint when we thought we were going to a full-scale produce tion. 

Mr. Goipen. I might add here that the porous chrome portion of 
this modernization is “only $ $368,000. The rest would generally be done 
in the repairs of the building, the floors, and the general metal plating 

acilities that they have. 

Mr. Noone. I would like to say that I can conceive of a situation 
where you would need facilities immediately available for overhaul 

purposes, and I am glad to hear, however, that there are requirements 
th it are going to be let to the industry. 

Do I understand you correctly, Mr. Golden, as saying that those 
requirements are on porous chrome plating / 

Mr. Gotpen. Yes. We forecast a definite shortage in 1953 and 1954 
for chrome plating. 

Mr. Noonr. The committee would like to receive a report on this 
installation at Kelly Field, showing just what the plan is for the utili- 
zation of those facilities, and also the utilization of exis sting facilities 
for that plating work. 

Mr. Gotpen. I think for the. record we should show that this is the 
only Government installation that has those facilities, and I think 
that the metal plating industry will probably agree with us when we 
say that in normal times we cannot sustain the 8 or 12 people in opera- 
tion, and that we just have to have some Government resources avail- 
able for these emergencies. 

Mr. Noone. You say that is the only installation in the entire 
Government ? 

Mr. Gotpen. In the Air Force for porous chrome plate. 

Mr. SHock. That is a specialized plating. 

Mr. Noone. T understand. 

Mr. Suock. However, I have letters from these companies down in 
San Antonio that said they were broke on account of the Government’s 
taking over all their own plating down there. There are a number 
of companies there right in that business. 

Mr. Gotpen. Porous chrome plating? 

Mr. Suock. No. I mean general plating. They have been doing 
general plating for you, and I guess you are t: aking all that over now, 

Mr. Gotpen. I do not believe so. 

Mr. Noone. Let me ask a question on that point. You stated that 
before you authorized the expansion of fac ilities for plating purposes 
you conducted surve ys and took into account several factors: Price, 
and transportation, and so on. 

Mr. Gotpen. Yes. 

Mr. Noonr. Could you tell us in a little more detail exactly what 
you do in that regard? Do you go to the industry, for example? Do 
you conduct a survey of the industry people themselves to determine 
whether or not there are facilities available ? 

Mr. Gotpen. Yes. I think as in the cases you brought to our atten- 
tion some weeks ago you will find that the district office of the Air 
Force, which would administer the contract, now has responsibility 
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for determining whether this engine manufacturer needs metal plating 
facilities. He looks around the area to see if there are any available. 

Mr. Noone. I am speaking also with reference to the Air Force 
installation of its own facilities. 

Mr. Gotpen. Yes. I am satisfied that in that case we have surveyed 
the situation and we definitely, for operational needs, have satisfied 
ourselves that we need a Government resource to tap all the time. It 
will not take up the slack, and as I told you, we forecast a shortage in 
1953 and 1954. 

I would like to make one other point, and this was called to me late 
yesterday, and I will confirm it, that we have gone into it in such 
detail down at Kelly Field that we have also looked into, apart from 
the operational need in having the honing and grinding and the gen- 
eral depot over-all operation'go through—we have looked at cost and 
we find that with this $868,000 modernization program for chrome 
plating we are going to save $99,000 a year in cost. 

Mr. Noone. Of course, that does not take into account the fact that 
the Air Force does not have the same overhead of expenses that the 
industry has, does it ¢ 

Mr. Gorpen. I think our financial people will dispute that. We are 
now proud of the fact that we have a cost system that really 

Mr. Noonr. The point was made yesterday that if this work were 
let to the industry, in the end the Government may recoup what you 
refer to as gains through taxes. I wonder if that has been taken into 
consideration by the Air Force people in their deciding to establish 
these facilities. 

Mr. Gotven. I doubt very much whether we go into the before and 
aft rtaxes propo sition. 

Mr. Noonr. In any event, we would like to have a full report on 
the factors that led you to a decision to install these facilities, and 





exar tly what they are soln & to be - sed for. 

Mr. Gonpen. Yes. And we should also like this outfit to know that 
if they are available and capable and have the facilities, we are in 
erest d 

Mr. Noone. Those are all the questions I have on the plating in 


Mr. (JOLDEN. Yes, SIT. 

Mr. Noonr. And that is all, Mr. Golden, unless you have something 
you would like to say. is there any comment you would like to make 
on the basis ot any of the other testimony we he ard yesterday ? ¢ 

Mr. Goipen. I did not hear any. <A great deal was reported to me 
about DMP No. 4, small business and set-asides, and problems and | 
will only CO into them i yo Lwant me to. 

Mr. Noone. We are going into those small business problems spe- 
cific ~ when your hi Force people appear at a later date. 

Mr. Goipen. Yes. I would like to reemphasize, I think—it _ 
been ¢ all led to my attention—that Mr. Heyer there indicated that « 
the spec ifications thn f when Senator Gillette and I perhaps mi 
understood each other as to the kind of illustration that we were 
talking about, that we were talking about a purchase specification, 
end not about a particular item that a contractor was in production 
on, and that so long as we are satisfied with the competency and 
ability to per fev of a particular man, if he agrees to live up to the 
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specification in his bid he would normally get the award. As I be- 
lieve Mr. Heyer said, he has no quarrel with the Air Force on that 
point. 

Mr. Noone. I thank you very much, Mr. Golden. 

Mr. Noone. Mr. M. H. Steger. 


TESTIMONY OF M. H. STEGER, AN ASSISTANT GENERAL COUNSEL, 
DEPARTMENT OF THE NAVY, ACCOMPANIED BY COMMANDER 
A. T. L. FOX, CHIEF, SMALL BUSINESS INDUSTRY COOPERATION 
BRANCH, OFFICE OF NAVAL MATERIAL 


Mr. Noone. Mr. Steger, will you identify yourself for the record, 
please ¢ 

Mr. Srecer. My name is Merit: IT. Steger. I am an assistant get 
eral counsel for the Department of the Navy. 

Mr. Noone. Will there be other Navy witnesses supporting you. 
Mr. Steger ? 

Mr. Srecer. Commander Fox may answer some of the questions 

Commander Fox. [ am Commander A. * L.. Fox, head of the 
Small Business Industry Cooperation Branch, Office of Naval Ma- 
terial. 

Mr. Noone. Gentlemen, during yesterday’s hearing Mr. John T. 
Dunne, secretary-treasurer of Telemark, Inc., a concern at St: ay 
Conn., said that his company recently bid on a Navy contract for e 
tronics parts and was the low bidder. He said that his company was 
subsequently advised that under Manpower Policy 4, the Navy would 
allow companies in distressed labor areas, or surplus labor areas, to 
meet Telemark’s bid. Mr. Dunne said that he learned that the Emer 
son Radio Corp. of New York City did in fact meet Telemark’s bid, 
and that although the award had not yet been made, under Navy 
regulations.issued under Manpower Policy No. 4, the award may go 
to the Emerson Co. 

Mr. Dunne pointed out that regulations require only that the com 
pany, in a surplus labor area, agree to perform a substantial portion 
of the contract in that area, and that Emerson could have a part of 
this contract performed in its other plants located in areas outside 
of New York City. Mr. Dunne also pointed out that there is no sur 
plus of workers in the electronics industry in the New York area. He 
said that he has been advertising in the last several months in some of 
the large metropolitan dailies in New York City and the newspapers 
in Westchester County for additional workers for his own plant, but 
has been unable to find any. 

Our question is this: Is M: anpower Policy 4 being administered by 
the Navy Department—and in this case specifically Bu Air—without 
regard to small-business policies of the Department of Defense 

I think you understand that there is an apparent conflict between 
Manpower Policy No. 4 and the small-business policy which has been 
enunciated by the De catia of Defense in the past. 

Mr. Srecer. Yes, Mr. Noone. 

Yesterday I gave you a copy of the Policy Governing the Relations 
Between the Department of Defense and the Smail Defense Plants 
Administration, which policy was issued by the Munitions Board on 
March 27, 1952. This policy was issued to the purchasing activities 
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of the Navy Department in the form of a Navy Current Procure- 
ment Directive, No. 60-62, and dated April 2, 1952. 

I pointed out to you yesterday in giving you the copy that we recog- 
nize that there are conflicts between that policy and the Munitions 
Board’s implementation of Defense Manpower Policy No. 4. One 
area where there is a conflict is in the case of set-asides. There has 
been a great deal of testimony with reference to set-asides. A set-aside 
is that portion of an advertised procurement that is selected for 
negotiation. 

Therefore, if you follow one of these policies you would negotiate 
the set-aside portion only with firms, large or small, in labor surplus 
areas, whereas the other policy. dealing with small business, would 
require in the case of a set-aside that you negotiate that particular 
procurement only with small business firms. 

The Bureau of Aeronautics of the Navy Department issued a request 
for proposals for certain electronic equipments. The Telemark Co., 
and the Emerson Radio Co. were among the firms which bid on the 
original request for proposals. 

The information received by me from the Office of Naval Material 
and from the Bureau of Aeronautics is to the effect that after the pro- 
posals were received then negotiations—by way of conference—were 
conducted with those who bid low on the original request for proposals. 
In the final negotiations the low bid was submitted by the Telemark 
Co. of Stamford, Conn. 

This company is not located in a labor-surplus area at the present 
time. 

The Bureau of Aeronautics decided that, in view of the implemen- 
tation of Defense Manpower Policy No. 4, it should invite a further 
bid from the Emerson Radio Co, to ascertain from the Emerson Radio 
Co. whether it would meet the otherwise low acceptable bid of the 
Telemark Co. 

I understand that the Emerson Radio Co. has agreed to meet the bid. 

A directive was issued in the Navy Department to the effect that, 
until there is issued a definitive directive in the Department of Defense 
resolving these conflicts between the two policies that I have just de- 
scribed, all doubtful cases in the Navy Department are required to 
be referred to the Office of Naval Material. In accordance with that 
»nolicy, the Bureau of Aeronautics will refer, or has referred, this 
procurement to the Office of Naval Material, and that office will make 
the final decision as to whether the contract should go to Telemark or 
whether it should go to Emerson Radio Co. 

Mr. Noone. In that determination, Mr. Steger, is the Navy Depart 
ment taking cognizance of the fact that according to Mr. Dunne, 
there is no labor surplus in the electronics industry in the New York 
area ¢ 

Mr. Srecer. Yes. The Office of Naval Material certainly will take 
that into consideration. The testimony yesterday—and I do not know 
the accuracy of the testimony or whether it was based on an accurate 
survey of the labor situation in the New York area—was to the effect 
that there is no labor surplus in the electronics industry in the New 
York area. Since Manpower Policy No. 4 establishes labor surplus 
areas only where those areas can produce defense products—supplies 
for the Department of Defense—it would seem to me that, if in an 
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area there is an industry in which there is not a labor surplus, in the 
future such industries should = eliminated from the application of 
Defense Manpower Policy No. 

I feel that consideration meas be given to the elimination in those 
areas of industries which do not have a labor surplus situation. 

Mr. Noone. I agree with you. 

Mr. Srecer. I am satisfied that consideration will be given to that 
problem. 

Mr. Noone. At the present time, however, under the regulations 
under which you now operate, you do not have any discretion to 

examine the specific industry involved, do you, except I believe that 
the directives have excepted from the operations of the m: inpower 
policy certain industries such as the shoe industry and textiles? 

Mr. Srreer. That is correct. 

Commander Fox. And apparel. 

Mr. Srecer. If we were compelled to apply Defense Manpower 
Policy No. 4 exclusively to this situation then we would not have that 
discretion. However, we also have the other directive that I men- 
tioned with reference to small business, which was issued within 
week of the other directive. The Office of Naval Material will have 
before it both directives for consideration. A full investigation will 
be made and a proper award, in my opinion, will be made on the basis 
of both directives. We are not compelled to follow narrowly down 
the lines of the one directive, Defense Manpower Policy No. 4. 

Mr. Noone. In other words, you would try to resolve these apparent 
conflicts in polic, vé 

Mr. STeGer. Th: at is correct. It may be that we will not be required 
in this case to make an award to either firm until some of these areas 
of conflict are resolved. 

I was informed vesterday that the Procurement Policy Board of the 
Office of De fe hse Mobilization h: as est: ab lis} 1c cl il committee, and has 
civen as the first pr iorit Vy to that committee wong resolution of these con- 
flicts. I feel that within the next week or two these conflicts will 
be resolved between the two policies. 

Mr. Noone. There is one other aspect of this Telemark matter that 
poses a question in my mind. 

Under the present regulations the company in the surplus labor area 
is required only to place a substantial portion of the contracts in that 
irea; is that correct? 

Mr. Srecer. Our implementation in the Navy Department of the 
Munitions Board policy on Defense Manpower Policy No. 4 states 
that a firm will be considered as producing substantially in a labor 
surplus area when it is estimated that not less than 60 percent of pro- 
duction is to be performed in that area. This is the definition that 
we have issued in the Navy Department to our procuring activities. 
It is contained in Navy Current Procurement Directive No. 55-52, 
dated March 20, 1952. ~ 

Mr. Noonr. A suggestion has been made that the portion of such 
a contract not to be performed in a labor surplus area be left w ith 
the low bidder. I can foresee cert: un objections to that practice, the 
principal one being that a contractor may not be able to produce a 
lesser amount at the same price as quoted on the total procurement. 

Have any conflicts arisen thus far on the implementation of your 
policy along that line ? 
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Mr. Srecer. I am satisfied that there will be many instances of 
multiple awards in carrying out both of these polic ies—the one with 
respect to Manpower Policy No. 4 dealing with labor surplus areas, 
and the other dealing with small Gdaae 

According to our definition the contractor would be a to 
perform 60 percent of the production in labor surplus areas, and he 
would be required to make a representation to that effect as to the 
quantity we award to him for performance in the labor surplus area. 

| Multiple awards may be involved in the example that you gave. If 

1e firm, nor example, would produce in the labor surplus area only 
10,000 of the items we are procuring, we would not get to that con- 
tractor more than the 10,000 items. 

Mr. Noonr. Yes. That is the policy you are pursuing now on 
such problems ? 

Mr. Stecer. I do not know of specific cases that have arisen in 
the Navy Department, but under our directive it would seem to me 
that that — | be our policy. 

Mr. Noone. That is the last of the questions I had to put to you, Mr. 
Steger. 

Commander Fox, do you have any comments you would like to make 
on any other testimony received by the committee yesterday ? 

Commander Fox. No. But I would like to raise one point, if I 
may, on this 60-40. We are dealing in this particular instance with 
electronics equipment. Now, it is possible that certain of the com- 
ponent items which go into making that equipment would be manu- 
factured outside of the surplus labor area. And it might represent 
40 percent. So when we speak of 60-40 we do not necessarily think 
of it in terms that 6 out of every 10 items would be manufactured in 
the ye * lus area. 

Mr. Noonr. I can understand that, surely. But your 60-percent 
figure refers to what? Is it the dollar volume of the contract ? 

Commander Fox. It is my interpretation that the Navy definition 
refers to 60 percent of the production. 

Mr. Noone. Very well, gentlemen. Thank you very much. 

Mr. Srecer. Mr. Noone, there is one other comment that I would 
like to make. There has been a great deal of comment in the last 2 
days with reference to the use of brand names or equal. I would like 
to discuss just for a few minutes the Navy policy with respect to the 
use of brand names or equal. 

It is the Navy policy generally to purchase on definite and detailed 
specifications. We think that this practice allows all bidders to bid 
on the same basis, and that no preference is thereby given to any one 
bidder. 

Where we do not have a definite specification for an item we en 
deavor to write a purchase description, and then, failing in that, and 
in relatively few cases—that is, percentagewise—we use the practice 
of brand name or equal. 

In developing specifications for items, and in order to avoid the use 
of brand names or equal, I might mention that in the hand-tool cate 
gory we have developed some 300 specifications for hand tools in the 
last 2 years. 

Therefore, we do use this method of brand name or equal on a very 
selective basis. Where we have relatively small procurement of an 
item—for example, jewelers’ and watchmakers’ tools, where we have 
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a very small amount of procurement—it sometimes is not worth the 
expense or the effort to write a detailed specification. 

For example, if we are buying a small quantity of bench knives, it 
may be advisable to go out and purchase a bench knife on the basis of 
a brand name or brand names, or equal. We allow the purchasing 
activities to use more than one brand name in using this method. 

As I think one of the witnesses stated yesterday, we try to make 
available to the bidders a sample of the particular item that we are 
purchasing. 

The present Navy policy is expressed in Navy Procurement Direc- 
tive 46-52, dated January 28, 1952, issued by the Assistant Secretary 
of the Navy. The following provision deals with the use of specitica- 
tions and with the use of brand names or equal. There are two short 
paragraphs and I would like to read the two paragraphs, Mr. Noone. 

Mr. Noone. Surely. 

Mr. Srecer (reading) : 


Purchases will not be made without referencing the applicable Federal Coordi- 
nated military or Air Force-Navy aeronautical specifications except (1) pur- 
chases required for research and development projects; (2) where 
tions used are actually in process of conversion to a Federal or 
military specification; and (8) purchases of spare parts, co! 
terials required for existing stocks of material, or for ite! 
tenance and operation of established installations. 


the speciica- 
coordinated 


ponents or ma- 


us required for main- 


Items for which there exist no applicable Federal military or Air Force-Navy 
aeronautical specification will be purchased in order of preference by the use of 
(1) an uncoordinated military specification (2) a department specification (3) a 
bureau specification, or (4) a pur-hase description. 

A purchase description should contain all the essential requirements pert g 
to the item. If, because of technically involved construction, or other suffi t 
reasons, such description cannot be made, the item shall be identified b ising 
one or more brand names, together with the words “or equal’ or “similar and 
equal,” so as not to limit competition to the particular brand specified. This : 
tion is authorized as an expedient only, and repeated use of this practice for the 
purchase of any item indicates a need for a specificatiot! Each procuring - 
tivity shall establish methods to limit and control the ust purchase d ri} ns 


in keeping with the spirit and intent of this directive. 


That was not a new policy announced for the first time in Januar 
by the Navy. This directive is a compilation of all existing directiy 
in the Navy on the subject of formal advertising. We are merely 
placing all directives on that subject in one comprehensive directive. 

Mr. NOONE, Very eood. 

The practice of asking for brand fames or equal is one that provokes 
a lot of complaints to the Small Business Committee. I realize that 
you must follow that practice in certain situations, and I am glad to 
see that the regulation is worded in that fashion. As a matter of fact, 
I beheve that Colonel H ‘ver in his testimony vest rday compliment cd 
the Navy on the fact that he did get a fair opportunity to examine 
models or specifications on brand name or equal items. 

Mr. Srecer. Yes. [ appreciate that. 

Mr. Noone. Thank you very much. Thank you, Commander Fox. 
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TESTIMONY OF RICHARD LENNIHAN, DIRECTOR, OFFICE OF SMALL 
BUSINESS, MUNITIONS BOARD; COMMANDER JAMES M. ROBERT- 
SON, SC, UNITED STATES NAVY, DEPUTY DIRECTOR, AND 
LT. COL. BERNICE C. PHILIPPS, UNITED STATES AIR FORCE, 
DEPUTY CHIEF, POLICY DIVISION, OFFICE OF SMALL BUSINESS, 
MUNITIONS BOARD; AND ALFRED L. SCANLAN, ASSISTANT 
COUNSEL FOR THE MUNITIONS BOARD 


Mr. Noonr. Mr. Lennihan, I realize that the hour is late. We are 
going over the lunch hour. If it is agreeable to you, I would like to 
go into your statement at this time. Do you have any objection ¢ 

Mr. Lenninan. No, Mr. Noone. I havea statement which I would 
like to read, if you will let me. 

Mr. Noone. Go right ahead. 

Mr. Lenntuan. Last May when the Chairman of the Munitions 
Board appeared before the joint session of the Senate and House Com- 
mittees on Small Business. he stated that just previous to his ap- 
pearance, the Munitions Board had issued a revised and greatly 
strengthened procurement policy to aid small business. Today I 
welcome the opportunity to appear before you to present the progress 
which has been made as a result of that policy, as well as the additional 
aids which have been developed to provide continuity in the interest of 
small business concerns. 


SMALL-BUSINESS SPECIALISTS 


To implement the defense procurement policy of April 5, 1951, 
the military departments appointed 447 small-business specialists to 
serve in each procurement office and, where suitable, in higher offices 
concerned with procurement. The duties of the specialists are many 
and were numerated in the April 5 policy. 

It was recognized that if the small-business specialists were to be 
effective, they must be made aware of the importance of their duties 
and what would be expected of them in the performance of those 
duties. Accordingly, within the months of July, August, and Sep- 
tember 1951, the military departments conducted orientation con- 
ferences to insure that all specialists were thoroughly informed of the 
small-business program. 

Each orientation conference was attended by a Munitions Board 
staff member and it was concluded that the small-business specialists 
were for the most part long experienced in procurement methods and 
were well qualified to assist small-business men. Further, it was 
determined from questions raised by the specialists that they were 
well aware of their challenging assignments and that it would be 
necessary for them to exercise initiative, ingenuity, and skill in their 
efforts to solve the problems which would co mfront them. 


FIELD REVIEWS BY THE MUNITIONS BOARD 


Toward the end of 1951, members of the Munitions Board staff 
visited 10 procurement activities of the Army, Navy, and Air Force 
to review the effectiveness of the small-business specialists. In each 
of the offices visited, the small-business program was discussed with 
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the commanding officer, the executive officer, the small-business spe- 
cialist, and others engaged in procurement. A1l personnel with whom 
the staff members talked understood the reason and need for an 
aggressive Department of Defense small-business program. 

It was found without exception that the small-business specialist 
had been appointed in accordance with Munitions Board policy and 
was responsible only to the commanding officer of the agency. Or- 
ganization charts either placed the small-business specialist in the 
oflice of the commanding officer or in a box directly under or to the 
side of the commanding officer. The offices visited, being major pro- 
curemert offices, had established small-business offices with full-time 
specialists and other personnel as required. 

The staff members were well pleased with the manner in which the 
above offices were handling and making use of their source lists to 
assure that small-business concerns were given every consideration and 
opportunity to participate in their procurement programs. 

It was the opinion of these Munitions Board staff members that 
the offices recognized the job to be done and were attempting to do 
everything possible to accomplish that job at their own installations. 
The staff was especially impressed by the type of personnel which 
had been designated as small-business specialists and was of the 
opinion that the small-business specialists were endeavoring to carry 
out in every respect the duties and responsibilities assigned to them 
under the Munitions Board Policy of April 5, 1951. 


DISSEMINATION OF PROCUREMENT IN FORMATION 


On September 6, 1951, the Munitions Board revised its policy re- 
carding the dissemination of proposed military procurements which 
are published as a daily synopsis by the Department of Commerce 
The new change directed all departments through their field-pur- 
chasing agencies to include in the daily synopsis all unclassified, 
negotiated and advertised procurements of $10,000 or more with the 
exception of the following: 

(a) Research and development projects which are not susceptible 
of accomplishment by small business. 

(6) Procurements for studies or surveys. 

(ce) Major items of equipment such as tanks, engines, airframes, 
ships, and so forth, when it can clearly be demonstrated that the item 
can only be manufactured, produced, or developed by large firms. 

(7) Other items which small-business firms could not supply be- 
cause of patent rights, copyrights, or secret processes, 

(¢) Purchases which must be made too quickly to permit prospective 
contractors, dependent on the synopsis for information, to obtain in 
vitations for bid or requests for proposals and to prepare and submit 
them. 

Other major changes in the former policy require buying agencies 
to publish a minimum general description of the item procured, com- 
monly used names of supply items, basic materials from which the 
item will be made and general size or dimensions. (Previously pro- 
curements were publicized only when they were scheduled to be 
opened 18 days or more from date of issue, and quantity was omitted 
when in the opinion of the transmitting office, the inclusion of such 
data might constitute a security risk.) 
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Military purchasing officers were also directed to include in the 
daily synopsis proposed construction, alteration, or repair of build- 
ings, bridges, roads, or similar types of projects. 7 

The principal small-business specialist in each purchasing activity 
is responsible for screening proposed procurement and taking neces- 
sary action to see that all procurements coming within this policy are 
promptly publicized in the daily synopsis. 


DISSEMINATION OF CONTRACT AWARD INFORMATION 


On October 25, 1951, the Munitions Board revised its policy regard- 
ing the dissemination of contract award information to provide for 
the publication by the Department of Commerce of all unclassified, 
negotiated, and formally advertised contracts in excess of $25,000. 

This policy further provides for publication of the name of the 
purchasing office, a brief description of commodity or service, quantity, 
dollar amount of the contract, and the names and address of the 
contractor. (Previously, contracts over $250,000 were listed as “ex- 
ceeds $250,000” and quantity was omitted.) 

To insure that field-purchasing offices were carrying out the require- 
ments of these two revised directives, staff personnel of the Munitions 
Board carefully reviewed the Department of Commerce synopses and 
immediately called to the attention of the departments those offices 
which apparently were not complying with the revisions. 


EFFORTS TO ENCOURAGE SUBCONTRACTING BY PRIME CONTRACTORS 


As an additional encouragement for subcontracting, the three mili- 
tary departments have adopted a uniform policy of disapproving or 
recommending disapproval of new facilities for prime contractors 
where such new facilities are proposed to be obtained with Govern- 
ment assistance, and where the work to be performed with these new 
facilities could readily be subcontracted. 

The three military departments have directed that the following 
clause be inserted in supply and construction contracts which exceed 
$5,000 : 

(a) It is the policy of the Government as declared by Congress to bring about 
the greatest utilization of small-business concerns which is consistent with 
efficient production. 

(b) The contractor agrees to accemplish the maximum amount of subcon- 
tracting to small-business concerns that the contractor finds to be consistent 
with the efficient performance of this contract. 


EFFORTS OF PRIME CONTRACTORS TO SECURE SUBCONTRACTORS 


Many of the large prime contractors of the military departments 
are making notable and constructive efforts to familiarize small- 
business firms with the procedures to follow in securing subcontracts 
and to acquaint them with the manner in which thousands of small 
businesses team with large firms to insure the widest possible use of 
national resources in manpower, know-how, and facilities. 

These efforts are apparent from recent publication such as the fol- 
lowing: Selling to GM, September 1951; General Electric Stockhold- 
ers Quarterly, October 1951; Here’s How—Northrop Aircraft, Inc., 
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JOINT CONTRACTOR-SUBCON TRACTOR INDUSTRIAL EXHIBITS 


On August 23, 1951, the Munitions Board approved the establish- 
ment of industrial exhibits and displays as an additional aid to small 
business. All exhibitors are requested to display actual components 
or end-item products, also applicable drawings and specifications 
needed by contractors to fulfill their defense contracts. The Depart- 
inent of Defense will sponsor or support any exhibit whenever the geo- 
graphical area, the number of planned exhibitors and the potential 
aid to small business that may be rendered by such exhibit can be 
substantiated. 

Responsibility for the approval of these exhibits has been placed 
with a policy group, of which I, as Director of the Munitions Board 
Office of Small Business, am chairman. A thorough investigation of 
all requests for exhibits is made before approval is given. Personnel 
from the Small Business Office are always in attendance at the shows 
to render guidance and assistance and to report the results. 

Seventeen exhibits have been held and comments from small-busi- 
ness men attending the shows have been enthusiatic. Actual place- 
ments of prime or subcontracts have resulted. The cost of operation 
for the exhibits has ranged between $4,800 and $10,000, depending on 
the location, number of exhibitors and similar factors, and has been 
paid from funds made available by each of the three military de- 
partments, 

The Armed Forces regional councils are responsible for the plan- 
ning, promotion and actual operation of the exhibits and the councils 
are authorized to utilize the assistance and services of any military 
agencies located in their areas. Civic organizations are always in- 
vited and encouraged to participate in these programs and many ex- 
pressions of appreciation and details of benefits received have been 
forwarded to the Munitions Board. 


JOINT PROGRAM OF DEPARTMENT OF DEFENSE, DEPARTMENT OF COMMERCE, 
AND NATIONAL PRODUCTION AUTHORITY 


sv the end of last year, the requirements of the defense program had 
reached a point necessitating the diversion of materials to such a 
degree that the normal operation of many manufacturing concerns of 
the country, particularly the smaller manufacturers, was seriously 
curtailed. No program can entirely prevent the economic disloca- 
tions, localized unemployment, loss of profit and general difficulties 
for the civilian industry which occur under present conditions. 

Recognizing this situation, the Department of Defense, the Na- 
tional Production Authority and the Department of Commerce— 
NPA Field Service undertook a joint program, in addition to existing 
programs of the military services and other Government agencies 
which are directed at helping small-business firms participate in Gov- 
ernment procurement, to cope with the resulting hardships. 

In the month of January 1952, 15 industry assistance clinics, 
sponsored jointly by pertinent Armed Forces regional councils and 
NPA field service offices, were held in the most seriously affected 
industrial areas. 

Firms located in those areas, which received low alocations of 
copper and aluminum (34 percent or under) for the first quarter of 
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1952. were invited to attend the clinics. All clinics were conducted 
on the basis of a series of individual conferences between military 
and other Government agency procurement personnel, prime con- 
tractor representatives, and representatives of the firms attending. 

Of the total number of firms invited, 44 percent actually attended, 
and of those attending 17 percent were found to have no facilities 
which could be utilized in the defense program. It can only be as- 
sumed that the 57 percent, which were invited but did not attend, 
were suffering no undue hardship at that time. 

Members of the Munitions Board staff attended each of these clinics 
and reported that: 

(a) The attitude toward the clinics, as expressed by representatives 
of firms attending, was most favorable. Many businessmen stated that 
the clinics were an excellent means for them to become acquainted with 
purchasing officials, small-business specialists, and prime contractors 
oe they would not have otherwise been able to contact so readily. 
Most firm representatives seemed of the opinion that an all out, sin 
cere effort was being made by the military and other Government 
agencies to assist them in every way possible. 

(b) Prime contractor representatives were most cooperative. Their 
attitude toward representatives of the small concerns was friendly, 
interested, and helpful. They secured complete information on the 
facilities of the firms represented and their ability to produce. Many 
of them stated that they had found good potential subcontractors. 

(c) Military and other Government agency interviewers worked 
hard at the clinics and appeared most sincere in their efforts to assist 
atte Ng firms. They were courteous, expended considerable time 
on each interview, and secured accurate information for future use 
byt heir activities. 

(7) It was the unanimous opinion of observers that a very fine 
spirit of cooperation was shown between the Armed Forces regional 
councils and the NPA field service offices. It was apparent to them 
that all of the activities were in full accord with the program and 
were making every effort to carry out the desires of their respective 
Washington oftices. 

Presently the National Production Authority is conducting a sur 
vey to determine: 

(a), How many firms attending the clinics obtained prime or sub 
contracts as a result of assistance received at the clinics. 

(6) How many of the firms were seriously affected by material 
cut-backs, to the extent of closing down or curtailing production be 
low the break-even point. 

Since second quarter allotments are considerably higher than first 
quarter allotments, further clinics are not being planned; however, 
the NPA list of most seriously affected firms is being forwarded to 
small-business specialists and NPA field service offices with a request 
that particular assistance be afforded these concerns. 


PRODUCTION POOLS 


The Department of Defense, the Defense Production Administra 
tion, the Office of Defense Mobilization, the Department of Labor, and 
the si sxaragaee of Justice have developed by cooperative effort, a 
procedure by which small-business concerns which have formed pro 
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duction pools, can obtain a determination as to whether or not they 
qualify as potential contractors for defense procurement. By so 
organizing and qualifying, small-business enterprises can compete 
for contracts which may be far beyond their individual capacities. 
This procedure prov ides industrial pools of small business with a 
means for obtaining Waivers from title I of the Walsh-Healey Public 
Contracts Act and applicable antitrust legislation. While each case 
must be judged on its merits, the procedure minimizes the time re- 
quired to obtain clearance and make such clearance known to the field 
procurement offices. Presently the Army, Navy, and Air Force jointly 
are preparing a detailed statement of Prine iples of Contracting with 
Defense Production Pools for the guidance of contracting officers. 
Production pools must, of course, be competitive in order to secure 
military contracts. 


POLICY ON GRANTING CERTIFICATES OF NECESSITY 


As stated previously, it is the policy of the military departments to 
recommend disapproval for new facilities where such new facilities 
we proposed to be obtained with Government assistance, and where 
the work to be performed with these new facilities could readily be 
subcontracted. Accordingly, the Army, Navy, and Air Force have 
ssued policy v statements on certificates of necessity. These statements 
provide in general that departmental recommendations for expansion 
of facilities will not be made e xcept in those instances where it is ob- 
vious that the job to be done can be accomplished only by expanding 

» particular facility. Final approval for the granting of certifi 
ates of necessity is, of course, under the jurisdiction of the Nation 
Production Authority. 


STATISTICS 


In the 20 months from the start of the Korean war to the end of 
February 1952, the Army, Navy, and Air Force have awarded over 
<10 billion in prime contracts with small business. Small business 

is received 19.9 percent of the prime contract total of nearly po 
billion over the same period, 

Out of the millions of items that the military buys, about 600 of the 

irgest items of fighting equipment account for 60 to 65 percent of 

ie total doll: ur Vi alue ot hard goods; | yrocurement. The aire raft and 
ordnance programs alone, without a ‘tronic components, account for 
ibout half of the value of hard goods deliveries. It is obvious that 
mall firms cannot act as final assemblers or prime suppliers for any 
bstantial proportion of these types of items, and that there are 

any items in other military programs that small firms cannot pro 
uce or assemble. 

lor the large and complex items of heavy equipment, small firms 
must be used primarily as subcontractors. The fact that they are 
being’ used effectively, and th: aut the *V have be nefited and hot suffered 
from the impacts of the greatly increased programs oe heavy mili 
tary equipment, is demonstrated by NPA surveys of shipments made 
by small and large firms in the metalworking industries. In the July 
September quarter of 1951 (the latest period for which tabulations 
re available), the surveys show that for metalworking firms em- 
ploying fewer than 500 people, 43.9 percent of their total shipments 
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were on rated defense orders, while for larger firms, the ratio of 
‘ated defense orders was only 33.5 percent. The small firms ac- 
counted for 22.9 percent of all shipments of these industries, but they 
accounted for 27.9 percent of all rated defense shipments of the indus- 
tries. 

These figures include the subcontract work of the industries on 
components of military end products and their work on products that 
the military buys from them directly, as well as the relatively small 
volume of shipments on such other rated orders as those of the Atomic 
Energy Commission, the Petroleum Administration for Defense, and 
so forth. 

The surveys of employment trends in the metalworking industries 
are being extended to get more representative coverage than they have 
had in the past; however, since Korea the data that are available so 
far indicate that the employment increase has been relatively greater 
in the small companies than in the larger companies with more than 
500 workers. 

Small firms of course do make some parts for items that are in- 
cluded in the ordnance and other heavy equipment programs. How- 
ever, the proportion of the total of these heavy types of items that 
small business can supply under a greatly expanded program in- 
evitably declines as the total volume increases. Thus the ratio of 
small-business contracts to the total declined from 24.5 in fiscal year 
1950 to 20.9 percent in fiscal year 1951, accompanying an increase in 
the total volume of procurement from $5.4 billion to nearly $31 
billion. At the same time the total volume of prime contracts with 
small business increased from $1,311,000,000 in fiscal year 1950 to 
$6.436,000,000 in fiseal year 1951. 

There has been considerable variations from month to month, and 
some variation from quarter to quarter in the small-business per- 
centage. However, the emphasis that has been placed on direct pur- 
chases from small business has prevented any general decline in the 
ratio since Korea, despite the greatly increased volume of procure- 
ment of heavy munitions items that small business cannot produce or 
assemble. The trend, by quarters for six quarters following Korea 
has been: 18.8, 23.7, 21.2, 20.4, 18.5, and 20.8 percent for the quarter 
ending last December 31. Including 2 months since then, the 20- 
month average is 19.9 percent. 

The periodic variation in the ratio of military contracts with small 
business to total contracts in general reflects the types of products 
put under contract in the respective periods. When the proportion of 
purchases of heavy goods is high, the small-business ratio necessarily 
is relatively lower. 

A clear example of this occurred in December 1951, when a single 
contract for tanks accounted for a 10-percent difference in the Arm) 
small-business ratio, and a 5-percent difference in the total for all three 
departments. Without this tank contract, the Army small-business 
ratio of 14 percent would have been 24 percent, and for the Depart 
ment of Defense as a whole, the ratio would have been 21 percent 
rather than 15.8 percent. In January 1952, the Army ratio again in 
creased to 26.2 percent and the total for all departments to 20.7 percent. 
In February 1952, a very substantial volume of ordnance and aircraft 
contracts again reduced the small-business ratio for all departments to 
12.1 percent. This February figure is subject to revision. Ordnance 
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contracts again reduced the small-business ratio for all departments to 
this year to date, and February Air Force contracts were nearly also 
three times the monthly average. However, the cumulative small- 
business ratio remains at 19.9 percent, and it is hoped that in future 
months the ratio will increase again as it did after the December low 
point. But there is no denying that the volume of hard goods con- 
tracts for the remainder of the vear will be such that it will be a real 
struggle to hold the average in the neighborhood of 20 percent. 


COOPERATION WITH SMALL DEFENSE PLANTS ADMINISTRATION 


Shortly after the appointment of Mr. Telford Taylor as Admin- 
istrator of the Small Defense Plants Administration, he visited Mr. 
J.D. Small, Chairman of the Munitions Board, at which time he was 
offered the full cooperation of the Board in the coordination of our 
activities with respect to aids to small business. At later dates Mr. 
i and members of his staff went into detail with the Munitions 

Board staff and various staff elements of the departments relative to 
the small-business program of the Department of Defense. At the 
request of Mr. Taylor, the Deputy Secretary of Defense designated 
Rear Adm. M. L. Ring, SC, United States Navy, Acting Vice Chair- 
man for Supply Man: .gement of the Board, to serve as the Department 
of Defense represent: itive to work with the Small Defense Plants 
Administration in the development of interagency procedures for the 
implementation of requirements under the act. The Office of Small 
Business of the Board, together with the principal small-business spe- 
cialists of the military departments, has been developing with the staff 
of the Administration policies concerning the relationship between 
the Administration and the Department of Defense. These policy 
matters will be a continuing function of the two agencies. Finally, 
the staffs of the Munitions Board Office of Small Business and the 
Central Military Procurement Information Office are in daily contact 
with members of the staff of the Small Defense Plants Administra- 
tion in the solution of specific problems presented by small-business 
concerns to the Administration. 

On March 27, 1952, the Munitions Board approved and forwarded 
to the military dep: irtments a policy governing the relations between 

the Departme nt of Defense and the Small Defense Plants Administra- 
tion. This policy, as concurred in by the Administrator of the Small 
Defense Plants Administration, embraces the operations of the 
Small Defense Plants Administration within the Department of De- 
fense, at procurement levels, to carry out the requirements of section 
714 of the Defense Production Act of 1 950, as amended. 


SUMMARY 


The utilization of small-business specialists to give guidance and 
assistance to smaller firms seeking prime or subcontracts has been, and 
will continue to be, the fundamental key in the efforts of the Muni- 
tions Board and the military departments to achieve the objectives of 
the Department of Defense small-business program. The work of 
these specialists at the field level, the success of the joint contractor- 
subcontractor industrial exhibits and the sincere interest being taken 

1 the over-all small-business effort by the production and procure- 
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ment segments of the Military Department have proven effective and 
have solved m: uny problems for small-business firms. It is intended 
to continue these efforts and to develop additional aids to meet new 
small-business problems as they may arise in the course of day-to-day 
operations. 

Mr. Noone. Mr. Lennihan, thank you very much. That was an 
excellent statement. I believe it covers the questions that we have 
raised in the past, and presents the program of the Munitions Board 
on small business in excellent fashion. 

I have a few questions that I would like to put to you, Commander 
Robertson and Colonel Philipps based on your statement. 

The first relates to the use of source lists, which is referred to on 
page 2 of your statement. 

‘Are you satisfied that those source lists are being kept up to date, 
in other words, that the suppliers qualified to produce various items 
for the military departments are getting on those lists promptly, and 
that they are being circularized when they should be? 

Commander Roserrson. I can answer that by saying that we have 
little evidence to the contrary. 

Mr. Noonr. We have had complaints from some of the small-busi- 
ness representatives to the effect that while they do know that they 
are listed on the source lists they know that they are often overlooked 
on procurement. I realize that you cannot in every procurement cir 
cularize everybody on your source list for a particular item. 

Commander Roserrson. I will explain that in a minute. 

Mr. Noone. But do you have some program whereby you take a cer- 
tain portion of those suppliers on one procurement and another por- 
tion on a subsequent procurement ¢ 

Commander Rozertson. That is correct. 

Mr. Noonr. What is your policy on that ? 

Commander Roxerrson. In general, the departments follow that 
policy, and I think they will describe it to you more in detail later. 
They do retain their source lists so that they cover the whole group 
of people on the list, in continuing procurements. 

Mr. Noone. Are you satisfied that the small-business specialists and 
the procurement people are making full use of those source lists? 

Commander Rorerrson. I feel confident that they are, Mr. Noone. 

Mr. Noone. In your comment relating to the dissemination of pro- 
curement information, Mr. Lennihan, you stated that there were cer- 
tain types of procurements which were excepted from the advertising 
which you circulated with regard to procurements. In our annual re 
port we recommended that this matter of eliminating certain projects 
from the advertised lists be kept to a minimum. 

I note that one of the exceptions provides that procurements for 
studies or surveys shall not be advertised. 

We have had a number of people in the architect and engineering 
field coming to our committee seeking assistance in getting into Gov 
ernment work. They have received excellent cooperation from your 
office, incidentally. But they asked the question, “Why can’t the Mu- 
nitions Board or the military agencies advertise procurements for 
studies or surveys?” 

Colonel Putuiprs. Procurements for studies or surveys as listed in 
the directive, Mr. Noone, do not refer to architect-engineering serv- 
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ices. ‘There are various types of studies such as might be conducted 
by a university where it would be difficult to advertise. 

Mr. Noone. Surely. You say they do not include procurement for 
architect-engineering services 4 

Colonel Putuuers. We advertise in the synopses for architect-engi- 
neering services. You were talking about construction projects, were 
you not ¢ 

Mr. Noone. Yes. That complaint has been made, and in the in- 
stances where we have followed it up, we have discovered one or two 
instances where it was not advertised. There have been special rea 
sons. But 1 was wondering if there was an over-all policy against it. 

Colonel Putters. There may be special reasons why they would 
not advertise, Mr. Noone, but they do maintain source lists of architect- 
engineers. 

Mr. Noone. In your comment relating to the function of the small- 
business specialists in screening proposed requirements, Mr. Lennihan, 
you stated that they perform that function on all procurements coming 
through their office to see that all procurements are promptly pub- 
licized in the daily synopsis. 

Could you explain for the record just what the mechanics are on 
placing a procurement for advertising in the daily synopsis? 

Commander Roserrson. Mr. Noone, the instructions we send out 

about the dissemination of procurement information through the De- 
partment of Commerce synopsis, and in connection with the in: 1ugura- 
tion of our small-business specialists, we provided as one of their duties 
that they notify the Department of Commerce of the proposed pro- 
curements that are to be so publicized, and they do that as one of 
their functions. 

The information usually goes by teletype to Chicago, where the 
synopsis of proposed procurements, which is combined with the synop- 
sis of contract award information, is published. These synopses are 
published daily five times a week. It 1s purely a matter of the small- 
business specialists getting the information, teletyping it in, or sending 
it in by mail. 

Mr. Noone. The small-business specialists, in other words, can act 
unilaterally and independently on the matter 4 

Commander Rorerrson. No. He would limit himself to whatever 
the directive said. He cannot, for example, put any classified pro- 
curement in there. 

Mr. Noonr. But he makes the decision on his own judgment ? 

Commander Rorerrson. Generally that would be so. 

Mr. Noone. And he generally phones or teletypes to Chicago, and 
in that way there is no delay in the advertising of a procurement of 
that type? 

Commander Roperrson. Zon is the intent, and that is what we 
try to have accomplished, 

Mr. Noone. Mr. pen el you also spoke about the revision in 
the Munitions Board policy regarding the dissemination of contract 
award information to provide for the publications by the Department 
of Commerce of all unclassified negotiated and formally advertised 
contracts in excess of $25,000. 

Do the exceptions that you referred to earlier apply to that policy, 
too ¢ 

Commander Rosertson. No, 
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Mr. Noone. In other words, do you except from those announce- 
ments the items which you referred to in your comment relating to the 
dissemination of procurement information ? 

Commander Roserrson. The answer is “No,” we do not expect them. 

Mr. Noone. Thank you. 

I was interested to hear your comments in regard to the efforts of 
prime contractors to secure subcontractors. I think there is a general 
feeling among small-business representatives that the large — 
contractors do not go out of their way to try to locate additional sup- 
pliers, and that they favor a few suppliers. We are going to have, 
as you.may know, representatives of some of the prime contractors 
before the subcommittee at a later date. I think it 1s an encouraging 
sign to see the efforts made by these prime contractors. 

Mr. LeNNTHAN. Yes, 

Mr. Noone. You refer to industrial exhibits approved by the Muni- 
tions Board, where contractors and subcontractors display actual com- 
ponents or end products. Now, do those displays show components 
that are currently being procured ¢ 

Mr. Lennrman. We only allow a prime contractor in an exhibit, if 
he actually has these items, and is looking for a subcontractor at the 
time he exhibits. We do not allow any prime contractor there unless 
he is looking for subs at the time. 

Mr. Noone. In other words, it is a live exhibit? 

Mr. Lenninan. It has to be. 

Mr. Noone. The supplier can come in to it, and he will know that 
if he can produce an item, somebody will want to buy it? 

Mr. LenninAn. And those booths are manned by technical men who 
can talk to a subcontractor. 

Commander Roserrson. May I qualify that a little bit, Mr. Noone, 
to add this, that at the exhibits there are also items that the prime 
wishes to procure from subcontractors, maybe not at the moment, but 
over a period of time. He may, for example, be planning his schedul- 
ing. If he is turning out aircraft or airframes, he knows that he 
needs a component, and he needs five a day now, but in the future he 
expects to need 15 a day. He is looking for additional subcontractors 
to turn out two, three, or five more of these per day, but he is doing 
it on a long-range basis. 

I have even had the experience in going to the exhibits myself to 
find primes looking for that sort of thing, and they would find a 
suitable subcontractor who could do skillful work, on items requiring 
very close tolerances, and the prime would keep him in business by 
giving him little bits and pieces of stamping work to do until they 
actually needed him. They have even gone to those extremes. I 
think it is well to point that out. 

Mr. Noone. Yes. 

The complaint has been made that on some of these exhibits, the 
small-business man is discouraged to discover that either the item is 
something he cannot make, which, of course, is natural, but on the 
other hand, where he finds something that can be made in his plant, 
there is no present need for the item. 

Commander Roserrson. That may be true when you realize that 
the things the small-business man, say Mr. Average Small-Business 
Man can make, prove to be the very items on which there are also 
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multiple sources. Naturally, the prime contractor has found many 
sources for that item, but he may be exhibiting it in connection with 
something else that he does in fact want to subcontract. The actual 
subcontract item may be a close tolerance item that is difficult to make. 
The prime contractor hopes that through the machine shops and other 
fabricators of the country, he can find people who will have the art and 
talent to perform some of those things. 

Naturally, the small businessman is discouraged if he finds, shown 
there, some item which he can readily make, but, of course, so can 
thousands of others. 

That is the problem, and it is an inherent one that I do not think 
we could resolve. 

Mr. Noone. Surely. 

In your comments regarding efforts by the military departments to 
encourage subcontracting by prime contractors, Mr. Lennihan, you 
quoted two paragraphs which are now included in supply and con- 
struction contracts exceeding $5,000. 

The criticism has been made that the policy outlined there is ex- 
tremely worthwhile, but that it is not sufficiently defined; there is no 
compulsion on a prime contractor to subcontract the particular portion 
of a procurement. 

Now, in our annual report, we recommended that where everything 
else is equal, contracts should be awarded to prime contractors who 
agree to sublet the greater portion of the procurements. I am wonder- 

ng if the military de partments are following that policy. 

Commander Ropertson. Yes, we have evidence that the military de- 
partments are following that as a broad policy, but you also have to 
gear your buying to what the prime contractor can and will permit 
to be done. He may have a facility where he wants to do a great 
portion of that work within his own plant. He is, incidentally, using 
up labor surplus when he does. 

It may just fit his particular operation to do a great deal of the 
work within his own facility. If so, after all, we are » buy’ ing the man- 
agement know-how of the making of that item, and at a fair and 
reasonable price, with good delivery. 

That being the case, you cannot very well, as we see it, put down 

rigid rules that will go across the board as to subcontracting. How- 

ever, we have been greatly encouraged by the fact that where those 
prime contractors can broaden their subcontracting and find it most 
advantageous to do so, they have broadened it extensively, and the 
military departments inquire into that situation as they are letting 
major contracts. 

Mr. Noone. Mr. Lennihan, you commented on the joint programing 
of the Department of Defense, Department of Commerce, and Na- 
tional Production Authority on aids to small business, and your series 
of clinics that were held recently. You concluded by stating that the 
National Production Authority is conducting a survey to determine 
how firms attending the clinics obtained work and how many of the 
firms were seriously affected by material cut-backs. 

Do you know when that report will be coming out ? 

Commander Rosrrrson. We have expected it momentarily, but 
unfortunately we did not have it in time for this meeting. I think in 
the very near future it should be made available to us by N VPA or the 
Department of Commerce. 
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Mr. Noone. We are interested in that, and we will call for it. 

Commander Rorertson. It is our intention to see that you have 
copies as soon as it is made available to us. 

Mr. Noone. Thank you very much. 

We have received complaints from managers and directors of some 
of the defense production pools relating to various difficulties that they 

say they are encountering in trying to ) obtain defense contracts. One 
of those complaints relates to the apparent reluctance of military pro- 
curement people to deal with a production pool for the reason that, 
in the opinion of the procurement people, they lack responsibility. 

Has that matter come to your attention in the Munitions Board ? 

Commander Roperrson. That is a matter that is current at the 
moment. We have been working on that very recently, and, as stated 
in this paper, work is being done to implement detailed instructions to 
procurement ‘officers of exactly how to deal with a production pool 
that even transcends all-prior directives. 

In the main, there need be ne difference between a production pool, 
a defense-production pool, and any other bidder or potential con- 
tractor. 

The reluctance you speak of, of course, is because a defense-produc- 
tion pool is a different type of enterprise, shall we say, because it is 
not as closely knit as a partnership or a corporation, and it has oe, 
I think, some of our procurement officers to know exactly how to deal 
with them, to be sure of getting financial responsibility, as well as 
the know-how that he needs to have. 

I think, however, one of the worst difficulties has been that pools 
have been unsuccessful in their bidding efforts, not because of any- 
thing that any procurement officer feels for or against them, but 
actually because they have not been bidding low enough to gain awards. 

I think, had they gotten into those fields of lowness, “they might 
very well have been favorably considered. 

Mr. Noonr. As I say, their principal complaints relate to this appar- 
ent reluctance, and I think that this directive, as you say, that is 
coming out—— 

Commander Roperrson. We hope to do two things to solve perhaps 
the basic problem there. Number one is to get notification into the 
field more promptly about the approved de fense production pools by 
name, and then in each instance when a defense production pool w ishes 
to bid on an item or asks for a bid-set, they can send in a photostatic 
copy. for example, of theit notification of approval from DPA. That, 
we think, will expedite getting on the bid list, or getting the bid sent 
more promptly by establishing their identity. We also “have drafted 
regulations governing how the procurement officer will treat that 
defense production pool, which in effect. means virtually the same as 
any other potential contractor, but we pinpoint some of the questions 
you have raised here, which I think will solve this problem in the 
future. 

Mr. Noonr. I hope so. 

Commander Rosertson. We hope to see that implemented in the 
very near future. 

Mr. Noone. I think it will be very helpful to these people running 
the defense production pools. 

Your section relating to statistics, Mr. Lennihan, is extremely com- 
plete and well prepared, in my opinion. This committee has been 
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primarily concerned with the apparent lack of progress of small busi- 
ness in participating in military prime contracts, and in each in- 
stance the members of the committee and other spokesmen for small 
business refer to this percentage figure as indicating the real portion 
of procurement going to small business. 

[ accept your st itement with regard to the increase in heavy items 
and the number of items that cannot be produced by small business. 

There is this question, however: I notice in the reports coming from 
the military departments that the Army almost uniformly shows a 
better figure on procurements to small business than do the Air Force 
and the Navy. I wonder if you could comment for the record on that. 

Colonel Piutmirrs. The Army, and particularly the Quartermaster 
Corps, buys so many more items that are susceptible of manufacture 
by smi all business than do either the Air Force or the Nav vy, especially 
the Air Force, that it means quite a difference in the Army figures. 

When the figures do drop, it is usually because a large contract has 
been placed that month for tanks or some items such as that, which 
amounts to a lot of money, but where the prime contracts would not 
be awarded to small business. 

As dollar amounts go up, the percentage goes Cown. 

Mr. Noone. I see. 

Colonel Puimrprs. That is for a particular month. The average 
over a period of time, as Mr. Lennihan has said. has come out right 
around 20 percent. ° 

Mr. Noone. It is true, too, that the Army buys many common-use 
items for all three services / 

Colonel Priiprs. Yes. 

Mr. Noonr. And those items usually lend themselves to manu- 
facture by small business ¢ 

Colonel Puinirrs. Yes, that is very true, particularly in the Quar- 
termaster Corps. 

Mr. Noone. I was particularly interested in your comments, Mr. 
Lennihan, relating to cooperation between the Department of De- 
fense and the Munitions Board, in particular, and the Small De 
fense Plants Administration. 

As you know, Senator Sparkman, the chairman of this commit- 
tee, was extremely active in sponsoring the legislation which estab- 
lished the Small Defense Plants Administration, and in our opinion 
it is performing a very worth while service on behalf of small business. 

There is a fundamental question that the committee has with re- 
lation to the small business specialists. We believe that they perform 
an extremely worth while function in the small business program. We 
are wondering, however, about the actual authority of those small 
business specialists. 

We know that they screen procurements when they come through 
their office. What authority do they have to see that a particular 
procurement is placed with small business ? 

Commander Ronerrson. To a large extent, I hope that you will de- 
lay on that until the departments can express their own views with 
re spect to it, because they are all doing it in about the same manner. 
It varies to some extent because of the variations in the missions of 
the services. 

But by and large, the small business specialist, IT would say, has 
considerable authority. He is set up there, as Mr. Lennihan has ex 
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plained, right near the commanding officer. He makes representations 
to the buyers. He earmarks those things which are suitable for per- 
formance by small business, and more or less sets a target for the 
buyer, and the buyer makes every effort to try to reach that target. 

There is a wholehearted spirit of cooperation within the oflice to 
achieve those objectives, and to that extent I would say that the small 
business specialist exercises considerable authority. 

He generally sits on review boards or award boards, and see that 
small business is getting its fair consideration with respect to the 
awards. That is after the fact of the matter rather than at the be- 
ginning. 

I would say that they exercise considerable authority, and influence, 
within their office to help small business. It is not autocratic authority, 
but it is certainly persuasive authority that I think is listened to by 
practically every procurement officer that we have. 

Mr. Noone. In any event, if the buyer disagrees with the recom- 
mendation of the small-business expert, does the small-business spe- 
cialist have any appeal or recourse ? 

Commander Rosertrson. He could go to the commanding officer and 
state his case and urge that his recommendations be followed. Frankly, 
in one of the services, when it is so recommended, the buyer has no 
recourse. He must shoot for that target. 

Mr. Noonr. What service is that? 

Commander Rozerrson. The Air Force has such a policy at Wright 
Field. When they earmark a procurement for small business, the buyer 
is obliged to try and meet that target, or to give reasons why he does 
not. 

Mr. LenntHan. Or appeal it. 

Commander Roserrson. Or he may appeal it, of course, to the 
commanding officer. That is always possible. 

Mr. Noone. Yes. 

I understand that where he does not agree with the small-business 
specialist in that instance, he must answer in writing as to why. 

Commander Ropertson. That is right, or if he makes an effort and 
is unable to perform it, he gives the reasons why he did not meet the 
target. 

Mr. Noonr. We will go into this question later. 

Commander Rosertson. I know that you will, in great detail, and 
there is a great deal to be offered on that point, which I think will be 
most encouraging. 

Mr. Noone. In its annual report, the committee recommended the 
preparation of frequent reports on the small-business program for the 
Munitions Beard. What has been done on that? 

Mr. Lenntman. That is scheduled to be done on a quarterly basis. 

Mr. Noone. Do you feel that quarterly reports are sufficient for your 
purposes ? 

Mr. Lennrnan. We do. We believe on a monthly basis we could 
not accomplish any more, and it would be a great deal more work. 
We have had a thorough discussion in the three Departments and 
have all agreed to do it on a quarterly basis. 

Mr. Noonr. Our experience has been that small business fares best 
under advertised procurement. I realize that under the emergency, 
the procurement agencies have full authority to use negotiated pro- 
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curement, I was wondering to what extent, however, you try wherever 
possible to use advertised procurements. 

Commander Roserrson. I think each of the services follows the 
policy within their own authorities. Generally they are trying to 
advertise all the common-use items in order to give the best break to 
small-business concerns. 

On the subject of small business faring better under advertised 
procurement as against negotiated procurement, there are many ar- 
zuments on both sides. 

Mr. Noong, One rather general complaint coming to the commit- 
tee relates to the availability of specifications and drawings on pro- 
curements. What steps have been taken within the Department of 
Defense to anticipate the need for specifications and eataes on 
procurements ¢ 

Colonel Priniers. Generally I can answer it, Mr. Noone. 

In each procuring activity, when they are going to make a procure- 
ment, they check their specifications and drawings to see how many 
are available, with reference to the number of people on their bid- 
der’s list. 

They also make sure that they have a percentage over and above 
the number that are on the bidder’s list to cover requests that may 
come in from the synopses of proposed procurement. They naturally 
can only guess at that number. They merely set a certain percentage 
over and above the number of people that are on the bidders’ list. 

If they run out, after mailing bid-sets to all the people that are on 
the bidders’ list, plus all the ones who have written and asked for 
them from the synopses, it may be too late to reprint before the pro- 
curement would be opened. 

So in certain cases, people really are too late by the time they 
write in. 

Mr. Noong. But you do forward copies of those specifications and 
drawings to military purchasing centers throughout the country, do 
you not‘ 

Colonel Puiuireps. Yes, we do. 

Mr. Noone. So that they are available to anyone who cannot get 
them directly ? 

Colonel Puiiers. They are available in a great many places. The 
Air Force has them available in their field offices. In the Army, for 
instance, they are available at Ordnance District offices. There are 
a great many places throughout the country where complete sets of 
specifications and drawings are available for people to look at. 

Mr. Noone. I believe I have covered the principal questions relating 
solely to small-business operations. 

I would like to ask a question, however, on the testimony that you 
have heard here today relating particularly to the implementation of 
Manpower Policy No. 4. 

You may recall the case of the Telemark Co. in Stamford, Conn., 
where there is an apparent conflict between small-business policy and 
Manpower Policy No. 4 on the placing of contracts. 

Can you tell me what steps have been taken within the Munitions 
Board to resolve that particular conflict ? 

Mr. Scanuan. I believe, Mr. Noone, that Mr. Steger in his remarks 
more or less covered the points that we would make in responding 
to that question; that it is apparent on the face of it that in many 
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vases there is going to be a conflict between a policy which exhorts 
the Department of ‘Defense to put contracts into distressed or surplus 
labor areas, and a policy also enunciated in this case by a law of 
Congress that a fair distribution of prime contracts are to go to 
smal] business. 

Because of that conflict, I believe that Chairman Small advised the 
Procurement Policy Board of ODM of the conflict that existed in 
that case and others. There are other problems that we have, of 
ahich you are well aware, that the contracting officer has to watch 
for other things even over and above small business and labor surplus. 
He has to watch that contracts are placed with facilities which are 
properly dispersed in accordance with the Presidential policy on that, 
and the departmental policy. 

He has to watch that contracts are not placed in too concentrated 
a fashion with a few concerns. I believe Congressman Celler more 
than once chastised the Department of Defense for erring on that 
side. 

I do not think the Department of Defense is disputing the worth- 
while nature of most of those exhortations or most of those objectives. 
All we want is a little clear-cut guidance on the proper priority. I 
think that matter is before a fair ly high policy board of the executive 
branch of the Government and perhaps it will be resolved there. 

I personally think that it is something which could be resolved since, 
in the last war, if I recall correctly, the War Production Board Pro- 
curement Regulation No. 2 made some advances in that direction. I 
believe they did set up a schedule of priorities vis-A-vis awards to 
distressed areas and awards to small business, and it is possible that 
maybe something like that will come down again. 

But until that fundamental conflict—not that it oceurs in every 
case, but obviously it would occur in very many—you had a very 
clear example today in the Navy case, and where it does occur, I think 
that there is a resolution on a policy level, and it has to be resolved 
on a case-by-case basis, and I believe that the Navy, as was presented 
in a case by them, has indicated they were aware of the various 
factors to be considered. 

The Munitions Board and the three military departments, T would 

say ODM, and the various branches of the Government obviously have 
to resolve this matter when there is a conflict between labor surplus 
areas and small business. 

I think we can operate on a case-by-case basis but, in the interests 
of intelligent resolution of the matter, there should be some polieyv 
directive which would give guidance to the procurement officer. Lord 
knows, he either gets too much guidance or he does not get enough. 
and I think this is one area where he could be helped by having the 
policy level of the Government, or the high agencies of the Govern 
ment concerned with procurement policy, tell him what he should do 
in any given case. 

Until then, I think he will have to play it by ear and, according 
to Mr. Steger’s testimony this morning, in playing it by ear, they are 
playing intelligently, too. They are trying to resolve each case on the 
basis of justice and fairness to the various legitimate procurement 
considerations necessarily involved in any award. 
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Mr. Noone. I was inquiring to determine whether you had anything 
that you might care to add to what Mr. Steger said about the status of 
efforts to resolve the conflicts. His testimony summarized it. 

Mr. Scanian. The ouly thing that I would say is that maybe Mr. 
Steger stated it correctly, but he neglected perh ips to inform you that 
not ‘only must the conflict between labor surplus areas and small busi- 
ness be resolved, but the other considerations, such as distressed in- 
dustries as opposed to distressed areas, dispersal, avoiding of economic 
concentration—those too, also, I think, should receive the attention 
of the Procurement Policies Board in any directive they might issue 
in an attempt to straighten out the procurement officer. 

Commander Roperrson, May I add one thing to that ¢ 

Mr. Noone. Yes. 

Commander Ropertson. If Mr. Steger did not make it clear this 
morning, we simply wanted to add that ODM has set up committees 
to study these and other problems, particularly the matter of resoly 
ing the conflict or conflicts of these areas. It is expected that some 
thing will be done about that in the very near future. 

In other words, it is being currently acted upon in the hope of 
getting some resolution on it. 

Mr. Noonr. We recognize the problem, and we hope that we can 
resolve it without too much difficulty. 

I think that is all, unless you gentlemen or Colonel Philipps have 
something you want to add. 

Mr. Lennruan. We have no further comments. 

Mr. Noone. If you have not, on behalf of the committee I want to 
thank you very much for coming. I am going to furnish copies of 
your statement to all the members of the committee, Mr. Lennihan, 
so that they will have the full text available. 

Thank you very much. 

The committee will stand in recess until 9:30 on Friday, when we 
will reconvene in room 457. 

(Whereupon, at 1:55 p. m., the subcommittee recessed to reconvene 
at 9:30 a. m., Friday, May 2, 1952.) 
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Untrep States SENATE, 
SUBCOMMITTEE ON MopiLizaATIoN AND PROCUREMENT 
oF THE SeLEcT COMMITTEE ON SMALL BUSINESS, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 9:30 a. m., in Room 
357, Senate Office Building, Senator John Sparkman (chairman of 
the full committee) presiding. 

Present : Senator Sparkman. 

Also present : Charles M. Noone, committee counsel. 

Senator SparKMAN. Let the committee come to order, please. 

Mr. Harry E. Blythe, would you come around, please. 

Mr. Blythe, do you solemnly swear the testimony you are about to 
give shall be the truth, the whole truth, and‘nothing but the truth, 
as you shall answer to God ¢ 

Mr. Buyrue. I do. 


TESTIMONY OF HARRY E. BLYTHE, CONSULTANT FOR SMALL BUSI- 
NESS, OFFICE OF THE UNDER SECRETARY, DEPARTMENT OF THE 
ARMY 


Senator SparkMAN. Thank you very much, Mr. Blythe, and we are 
very glad to welcome you back before us. 

It has been many times, but we are always glad to see you. 

Just proceed in your own way. 

Mr. Buyrne. Mr. Chairman, in your report of June 21, 1951, after 
your hearings last year you fairly summarized the problems at the end 
of the report under the heading “Difficulties in obtaining contracts.” 

The Army could find nothing better on which to work in 1952 than 
that outline, and we have diligently worked trying to solve some of 
those problems, and I welcome the opportunity to give you a progress 
report on difficulty in obtaining contracts, taken from your own 
report. At first I would like to mention just a few of the things the 
Army has done to bring about the results in solving some of “those 
difficulties, and obtaining contracts for small business. 

We were just in the process last year of appointing our small-busi- 
ness specialists. We have now completed that job and we have not 
only appointed 329 of them who are actually now working on the 
job, but we gave them a thorough indoctrination and training before 
they actually took the job. 
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We have here this morning three representatives of that group 
whom you may find occasion to call upon. One is Mr. Lloyd G, En- 
sien, from the New York ordnance district, Department of the Army ; 
Mr. Frank M. Gall, of the Chicago Quartermaster Depot, Department 
of the Army; and Maj. Brewster Terry of the Armed Services Medi- 
cal Procurement Agency. 

There are also other members of the Army staff here to answer 
questions, perhaps better than I might answer them and possibly more 
direct. 

Another thing which we were successful in accomplishing, was in 
getting large business with whom we do business, to appoint officers 
in their companies, vice presidents, and men in charge of procure- 
ment, as small-business representatives, somebody we could go to and 
somebody small business could go to in order to get a hearing. 

We have now, out of 130 contractors, 70 officers of companies who 
have appointed such representatives, and they constitute practically 
100 percent of the business which would be available to small business, 
and probably 85 percent of the total dollar volume which the Army 
spends. 

Probably the biggest thing we have accomplished this past year 
cannot be measured directly, but I feel it more than anybody else on 
my job as special representative to the Under Secretary of the Army, 
with special regard to small business, and that is the consciousness of 
the Army, from Mr. Pace on down, of the problems of small business. 

Certainly we have a problem, and it is a problem that will always 
be before us. 

We recognize in the Army the idea, the fact that chit country is 
what it is today due to the fact that its whole economic structure has 
been founded on the success of small business, and anything that 
lurts small business is going to hurt our over-all program and our 
way of life. 

I should like to give as briefly as I can the answers to the problems 
stated in your report, and give you some of the progress we have 
made. Cert: ainly we have not accomplished all you would have liked 
and all we would have liked to have accomplished, but we have made 
definite progress. 

The first problem—negotiated procedure now accounts for about 
90 percent of purchases and small firms complain of certain deficiences 
in procedure. 

I think that is a fair criticism. 

We have a chart which we will show you later, which shows the trend 
of the Army, in that instructions have been given all the technical 
services to go more and more to advertising procedures, because the 
chart will show small business gets more business that w ay than it 
gets in negotiated procurement. 

As you know, before Korea practically all our business was adver- 
tised, but Korea changed that, and we wanted the stuff yesterday 
instead of today, and procurement officers were required to get it in 
any way they could get it the fastest. 

Second problem: Difficulty of getting on bidders’ list : 

It is now possible to get all firms on a bidders’ list, and by so doing 
many firms receive requests for proposals and a chance to bid, for 
the first time. 
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Our representatives of small businesses report that they are send- 
ing out requests to bid to as many as 150 to 200 suppliers which is 
quite a job from the standpoint of paper. 

The next problem—prospective bidders cannot find out what items 
are being purchased. 

I think that has been pretty well handled by the synopsis, of bids 
sent out daily by the Department of Commerce. The Department of 
Commerce also sends out a synopsis of awards once a week. 

This source of information is of vital value to small concerns which 
are not located in the immediate vicinity of small-business specialists. 

In addition, the great majority of small-business specialists at 
principal purchasing offices, publish mineographed extracts of pro- 
posed procurements for distribution to small firms in their area which 
they feel are capable of producing these particular procurements. 
These lists are in addition to the consolidated synopses and are 
pointed references to certain firms that an opportunity to receive 
a contract exists. 

Next problem—buyers have the power to decide who will be per- 
mitted to submit proposals and this is involved by the requirement 
the contract be let within an interval of time following receipt of 
request to purchase. 

Again, I will admit that is probably true, but only true in rare 
cases. However, as estimated before, all unclassified purchs ses are con- 
tained in.the synopsis, and any firm desirous to participate in any 
procurement may be included, provided they are qualified, by 
making a written request to the appropriate pure ‘hasing office. 

Here, the small-business specialists have played a very, very im- 
portant part, and have been highly successful in cpanibiiee the partic- 
ipation of small concerns in procurements suitable for performance 
by them. As we go on the small-business specialists are getting ac- 
quainted with small-business concerns, and they are getting acquainted 
with them, and we feel this situation is taking care of itself. 

The next problem—by being permitted to limit persons to bid, 
buyers can control who get awards and in many instances uses a sole 
source, 

I don’t believe this is presently the situation. Buyers are not limit- 

ng participation in procureme nts to single, or merely a few sources. 
Here, again, small-business spec ialists have continuously and success- 
fully introduced participation of many small concerns in procure- 
ments which were previously regarded as too complex for performance 
by them. 

The practice of utilizing the “or equal” principle, is a primary 
example of the desire to eliminate the possibility of one supplier 
monopolizing procurements for certain items. 

This principle permits the Army to secure an item and without 
being forced to spend a tremendous amount of time and effort in 
developing standard specifications and drawings, to use the item pur- 
chased and/or equal as the basis for expanding the number of sup- 
pliers for the particular item. 

The next problem—overload on buyers does not permit them to 
talk properly to prospective contractors. 

Gentlemen, a year ago the contracting officers were still loaded 
iown with the necessity of getting supplies for the Korean situation, 
but the condition as a whole has eased a great deal, and the bidder 
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has more time, and he has at his hands the bidding instructions, and 

in the future he will have the Small Defense Plants Administration to 
» screen the program. 

ics munenains the first 4 months of fiscal year 1952, 55,000 small- 

business men were personally interviewed by small-business specialists. 

As a result of these interviews and publicity concerning small-busi- 
ness specialists, over 50,000 small businesses requested that they be 
included on bidders’ lists. 

Small-business specialists, during the period mentioned above, fur- 
nished guidance to small concerns on over 40,000 individual problems, 
furnishing engineering and technical aid in over 11,000 cases, and 
priorities and allocations assistance in 18,000 cases. The buyer, in- 
sofar as small businesses are concerned, has, in effect, been replaced 
by the small-business specialists on all matters other than the actual 
evaluation and award of contract. ; ' 

The next problem—there does not seem to be an aggressive attitude 
on the part of the armed services. Little, if any, assistance is avail- 
able to small-business men. 

This criticism may have been valid prior to the initiation of the 
Department of the Army small-business program. However, the 
existence of the three hundred and twenty-nine-some-odd small-busi- 
ness specialists, the very wide distribution of the booklet, How To Sell 
to the Army, the exhibits and clinics in which the Army has partici- 
pated and the 66 sample display and procurement information centers 
at Army installations throughout the country, are evidence of the fact 
that small-business concerns are in a position to receive far more ma- 
terial assistance than large concerns. 

The next problem—under formal advertising delivery schedules are 
unreasonable. 

This was true when that report was made. 

Since that time we have conscientiously attempted to spread the 
time given within which to get in a bid. 

Before the Korean war we had that up to between 3 and 4 weeks, 
and it had dropped to less than a week just at about the time the 
committee held the hearing. 

Pretty generally now it is 3 to 4 weeks, and instructions to the 
technical services of the Army are to keep it in that condition. 

In addition to that, specifications sometimes call for unusual re- 
finements. Delivery schedules are of necessity based on military re- 
quirements which may be of such nature as to require immediate re- 
placement of front-line combat equipment and supplies. In addition, 
while the requirement may exist for an item, the variable nature of 
modern-day warfare requires a tremendous amount of effort and 
time on research and development, and this will probably always be 
with us to some extent, because of the design of the things necessary 
for the Army to purchase and the condition under which it is going 
to be used, the shipping of it, and whether it is going to be susceptible 
to the corrosive effects of salt water, together with modifications, re- 
placement of components, or the whole of an item on other similar 
items before the buyer is actually told to go ahead and purchase 
against the requirement, and these things to some extent will cause 
certain treatment of materials which might take them out of the 
standard list. 
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However, the Army must take the attitude that they can perform 
the job, but the price and quality are factors, inasmuch as many 
such items are exposed to sudden and irretrie vible loss on the battle- 
field. 

The next problem—large procurements are not broken up into 
lots. 

Many items of complex nature, or components of such items which 
require interchangeability or standardization, are not readily adapt- 
able to being subdivided into lots. 

However, many items, particularly Quartermaster items and Ord- 
nance expendable supplies, such as small caliber ammunition, are con- 
stantly broken down in periodic quantities, and being subdivided, and 
always with the constant attempt to get them down in smaller lots, 
because if it stays large it is not susceptible to small business. 

The next problem—the purchasing agency does not properly antici- 
pate the demand for invitations to bid. 

The number of bidders participating in any procurement is variable, 
and dependent on the relative workload position of the industry in- 
volved. 

Purchasing officers are constantly refining their standards on the 
number of IFB’s to be distributed, and in all cases provide a reserve 
for distribution to the other offices, sending additional bids to each of 
their regional offices for inspection and limited distribution. 

Such offices are also authorzed to reproduce bid sets wherever neces- 
sary, provided that the cost of same is not disproportionate to the cost 
of the item being procured. 

That problem, I don’t feel, is as great as it was a year ago. 

Then, everybody was scrambling to get into this thing, and there 
are now 300 or 400 people requesting this information, and where 
blueprints and specifications do not become too costly to reproduce 
such action is taken, but here, again, the small-business specialist is 
seeing to it that the small-business man who should get the informa- 
tion, 1s getting the information. 

The next problem: Sufficient number of specifications and drawings 
are not being prepared. 

I covered that explanation in the latter one I just made, but it gets 
down to the relationship of the dollar value of the item to be procured, 
and the amount of money involved in order to broaden the base, so far 
as the number of people who might bid on that item, are concerned. 

Where the district and regional offices receive only a limited number 
of specifications and drawings for distribution and inspection they 
are authorized to reproduce such items, where the cost is not overly 
expensive, but many sets of such specifications and drawings for 
Ordnance and Signal Corps items, cost as much as several hundred 
dollars per set. 

The next problem: In answering inquiries for bid information, cur- 
ry form post cards and letters are utilized. 

In answer to that, I think that problem is behind us today, because 
ie small-business specialists have taken over this task from the buy- 
ers, and invariably answer inquiries for bid information from small 
concerns in the form of a letter, instead of just in a routine manner 

The next problem: More time to submit bids should be allowed in 
nonurgent procurements. 


t} 
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As stated earlier, the Department of the Army is constantly at- 
tempting to extend not only the lead time for production, but also the 
amount of time given to the buyer to complete his purchase. The 
standard of 30 days is followed in most cases. 

The next problem: Department of Commerce daily synopsis of 
procurement action for advertised bids is circularized too slowly. 

That has been speeded up, in fact it is believed that this information 
service has been appreciably speeded up. In addition, as previously 
stated, small-business speci: alists have in many cases established their 
own information service in summary form, limiting themselves to 
those items which can be produced by small firms in their areas. Ad- 
ditionally, many small-business specialists distribute current lists of 
prime contractors who are either in obvious need or apparent need of 
subcontracting sources. 

Now, the next problem: Under negotiated procedure, information 
system is inadequate. 

don’t feel this is any longer a valid complaint, inasmuch as the 
consolidated synopsis contains information on contracts over $10,000 
of an unclassified nature, regardless of whether it is advertised or 
negotiated. 

As I said previously, we were controlled by that a year ago, for 
numerous reasons, but later the thing was put back on the original 
basis, and the small-business specialists make no distinction between 
negotiated procurements and advertised procurements in their in- 
formation service to small concerns in their vicinity. 

Next: Under negotiated procedure, if the firm’s bid is away out of 
line, it would hel ip them to be advised without del: ay. 

[ happen to be a small-business man myself, and I would like to get 
information ahead of the award being opened, but I have not been very 
successful in that regard. The procurement officer would be put in a 
very bad position if he gave out information before the award was 
made, because a bid that may be apparently out of line may be seriously 
considered when it is discovered that the lower proposals were sub- 
mitted by unqualified firms. The small-business specialists does dis- 
cuss with the nonsuccessful bidder why he did not get the award, unless 
it is a question of credit standing which information has been given 
confidentially by the bank or others. 

Small companies object that they are not allowed sufficient time to 
arrange financing satisfactorily to contract officers. The small-busi- 
ness specialist has practically eliminated this problem, and the small 
business representative has developed into quite a financial man him- 
self to help small business. Because he knows the risks, the banking 
institutions, and certain methods of financing, he is a big help. And 
from time to time he has also been of great assistance to small con 
cerns in getting through payment of vouchers upon which payment 
has been delayed for various reasons sometimes just due to the bigness 
of the Government. 

The small-business specialist is also doing a good job helping to 
expedite applications for financial assistance from the Government. 
This is really a job for a specialist because routine and regular chan 
nels take too long, but the small-business specialists are doing a good 
job of routing the small-business concerns to the appropriate agency 
for proper assistance. 
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That covers everyone of the items in last year’s report under the 
title “Difficulties in Obt: aining Contracts.” I hope } you agree we have 
definitely made progress on each of them. 

Now L would like to show vou some charts which will give you a 
quick pictorial view of what the Army is doing with their procure- 
ment. 

We will leave with the committee ample aoe of the - arts which 
can go into the record and can be used further, because I don’t want 
to take time to discus them too much in detail. 

More than anything else, these will give you the picture of how en 
{rmy is coming along. Some of it we are proud of and some of 
we are not so proud of. 

This chart (chart I) is entitled “Small Business Participation.’ 
It shows the percent of prime contracts which went to small business: 
In fiseal year 1950, 74.8 percent all Army contracts went to small 
business. In fiscal year 1951, 75.8 percent all Army contracts went to 
small business. In fiscal year 1952, 76.9 percent = Army contracts 
went to small business. (See charts beginning p. 150.) 

The No. 2 chart, Small Business Participation, in numbers of 
! prime contracts that went to small business. The following figures 
are for each year through February: Fiscal year 1950, 602,000. Fiscal 

year 1951, 85,800. It is interesting to note on the chart, Mr. Chair- 
man, last year, right after your hearing the number of contracts 
going to small business rose considerably. Let us hope the present 
hearings have the same effect. 

Senator SparKMAN. Before you leave that chart, is that the num- 
er of contracts ? 

Mr. Buyrne. That is the number of contracts; yes, sir. 

Senator SparKMAN. While it is true it had that big upswing in 
fiscal 1951, getting way up to about 140,000; yet we start fiscal 1952 
vay down, and I don’t quite see how that could be. 

Mr. Buyrne. Well, maybe the next chart will explain—— 

Senator SparKMAN. Wait just a second. Do you see what I am 
pointing at; do you see where it is 4 

Mr. Biytue. This is month by month, 

Senator SpARKMAN. Yes. You see where it is? 

Mr. Bryrue. Yes, siz 

Senator SparKMAN. And you see where 1952 begins? 

Mr. Bryrue. Yes. 

Senator SpARKMAN. How in the world could there have been such 
i drop in 30 days’ time ¢ 

Mr. Bryrue. That is a very good question, sir. Frankly, I don’t 
KnHOW, 

Senator SparKMAN. I can’t understand it. 

Mr. A. P. Gerarot. I believe the reason for that, Mr. Chairman, if 
you will tie that in with the percentage figure, you will note that in the 
last month of the fiscal year the total amount of buying is terrific: 
whereas in the beginning of the fiscal year the bandwagon gets started 
rolling all over again, and while they show a small number of con- 
tracts in July they advance heavily in the months following, and you 
will find the total amount of contracts during July is very small. 

Mr. Buyrue. These figures on the chart are cumulative figures from 
the previous chart, and eliminate peaks and valleys; and here we show 

up very well—if we can just keep that trend. 
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Chart 4 shows the small-business participation percent of dollars 
to small business. Now, here we show a great many fluctuations. We 
have two very low periods on here [indicating], one of which is in 
December and one in February. 

We will give you some figures on that which will indicate what 
happened there-—a breakdown. 

In December the Army let out contracts amounting to about $1,- 
600,000,000 worth of procurement. Over $800,000,000 of it went to one 
contractor, the American Locomotive Cc., for the M-47 tanks, and 
tanks are one of the things classified as nonsusceptible to small busi- 
ness. We have a chart later where we have attempted to break down 
these nonsusceptible items into subcontracts, showing how small busi- 
ness participated. 

In February, we had three contracts that went out to large busi- 
nesses, Ford, Chrysler, and Fisher, all for the T-48 tank. This volume 
of tanks, along with big ammunition, which is also classified as non- 
susceptible, constituted over 50 percent of the dollar volume of Army 
procurement for the month of February. 

We had a very good average here [indicating] in 1950, mostly under 
advertised bids, but that was before Korea and the Army was not 
purchasing in volume nonsusceptible items. 

In fiscal 1951 we fell down to 29. 8, and we slipped for a total, this 
year, to 23.8. We hope and expect to be able to bring that up. The 
February thing is what wrecked us. We were over 31 percent through 
January, but February hit us. 

Now, if we can come back as we did over these low months we think 
it will pick up definitely above the 30 percent. 

Senator SparkMaN. Let me ask you some questions for just a mo 
ment on that: You said leaving out February, you would have had 
an average of 31 percent; wasn’t it? 

(Mr. Blythe handed the chairman a document. ) 

Mr. Buiyrue. That does not indicate just the Army, that’s the three 
departments, and I am speaking of Army. 

Senator Sparkman. Oh, just the Army. All right. I suppose all 
three could combine the figures; but the Munitions Board report run- 
ning through February is pretty discouraging. 

You are familiar with th: it, are you not ? 

Mr. Bryrue. Yes, sir. 

Senator SPARKMAN. It showed almost a steady decline beginning in 
1950 right on down; quarter by quarter, with just one or two excep 
tions. That is across the board for defense generally. 

Mr. Bryrne. Yes. 


Senator SpAaRKMAN. Now, I know and I understand that the Air 


Force letting of big contracts and purchases of tanks and things of 
that kind have a way of driving the percentage down. 

However, when you measure it over a period of 18 or 20 months and 
see a steady decline, why, it makes one wonder. 

According to the Munitions Board report, the percentage fron 
July 1950 through February 1952, that is, the percentage for all o! 
the services, is 19.9 percent. 

Starting from the fiscal year 1950 of 24.5 percent, and quarter by 
quarter, they run like this: 33.1, 18.7, 21.9, 26.2, 18.8, 23.7, 21.2, 20.4 
18.5, and 20.8. 
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For January of this year it is 20.7 and 12.1 for February, and all 
of that comes from 1949, which len a gradual decrease over that 
whole period of time. 

Now, I realize your testimony is only for the Army, but this is the 
sum total for that period. 

Mr. Buiytue. I think it only fair to say, Senator, that the Army, 
because of large purchasing of nonsusceptible items since Korea, is 
largely responsible for that decline. 

Senator SparKMAN. The Army and the Air Force, and as a matter 
of fact, I believe the Navy shows these percentages going up. 

Mr. Buyrue. The Army has the biggest percentage of items susce p- 
tible to small business. The only defense we have is indicated in the 
figures I have just shown you and which will be amplified in some 
later charts, 

Senator SparkMaN. In all fairness, the report explains the Army’s 
part as being the result of a greatly increased volume of Ordnance 
procurement, and in the small ‘business ratio of all business Army was 
reduced to 14.3 percent as compared to the average of 26.7 in the pre- 
ceding 6 months. The Munitions Board report gives a similar state- 
ment with reference to the Air Force. The Air Force ratio in Febru- 
ary was slightly below the cumulative average, while the Navy aver- 
age ran slightly higher. 

The reason given for the ratio in February is found in the ab- 
normally large - volume of contracts for aircraft and ordnance items, 
and the fact that small firms cannot participate in any substantial 
proportion of these types of items. Air Force and Ordnance ordi- 
narily account for about half of the total procurement. In February, 

they accounted for approximately $3 billion or about three-fourths 
the total procurement. I think that certainly gives us the explana- 
tion for the low figure in February. 

Mr. Buytur. Senator, if you will look at the report I just gave you, 
it shows that Ordnance in 1950 had only 30.4 percent of the total busi- 
ness of the Army; i in 1951 they had 41.7, and through February 1952 
they have 54.5 percent. 

The CuarrMan. I suggest these charts be included in the record. 

Mr. Biytue. Yes, sir. 

(The charts and data referred to are as follows :) 
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CHART 1 


OEPARTMENT OF THE ARMY 


SMALL BUSINESS PARTICIPATION 
PERCENT OF PRIME CONTRACTS TO 
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CHaArtT 8 





3 DEPARTMENT OF THE ARMY 
SMALL BUSINESS PARTICIPATION 
iaiieaiiien PRIME CONTRACTS TO SMALL BUSINESS novenes 
| CUMULATIVE | | 
| 
| J 
900'—-—-- -+-—— - | __ev¥yf” !909 
| | & } 
y 
7 | 
A 
FY'S0 oF | 
o” 
———300 








5 NL OO SLANE NC Ha SEN RENN AIRE ROR NE EY! AIA NN AAR NNR SO 0 
JUL AUG SEP OCT NOV DEC JAN FEB MAR APR MAY JUN 





CHART 4 
4 DEPARTMENT OF THE ARMY 
SMALL BUSINESS PARTICIPATION 
— PERCENT OF DOLLARS TO SMALL BUSINESS ranuet 
100,—----— —— 100 
| | | | 
75 - ~ = ---75 
. | | s 
i FY" 
“™, AN, a APERAGES 
Neen Come 
wa 
SS i 
Lemar pees 
X\ 


| 
| 
| 
} 
| 


0 
JUL «AUG «SEP OCT NOV DEC JAN FEB MAR APR MAY = JUN 





152 SMALL BUSINESS AND MILITARY PROCUREMENT 


CHart 5 
DEPARTMENT OF THE ARMY 


SMALL BUSINESS PARTICIPATION 
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CHART 9 


_ SMALL BUSINESS PARTICIPATION 
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CHART 10 


DEPARTMENT OF THE ARMY 


SMALL BUSINESS PARTICIPATION 
ALL SIZE PRIME CONTRACTS IN CONTINENTAL UNITED STATES (FISCAL YEAR 1952) 
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CuHartT 10a 


_ DEPARTMENT OF THE ARMY 


SMALL BUSINESS PARTICIPATION 


ALL SIZE PRIME CONTRACTS IN CONTINENTAL UNITED STATES (FISCAL YEAR 1952) 


(BY QUARTERS) MILLION 
DOLLARS 
1200 








ohuncenemoneccmtesine - arharnatumebeatommesmatese ( 





SRD OTR 4TH QTR 


DEPARTMENT OF THE ARMY—SMALL BuSINESS PARTICIPATION, CHART DATA 


CHART 1.—Percentage of prime contracts to smali business 


Fiscal year | Fiscal year | Fiscal year | Fiscal year | 
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CHART 2.—Number of prime contracts to small business 





{In thousands] 





Fiscal year | Fiscal year | Fiscal year | Fiscal year 


} 1949 1950 1951 1952 Averages 
July 23.8 45.3 44.7 68.0 68.0 
August » 30.6 61.0 72.9 93.1 80. 6 
eptember 28.4 58. 4 75.4 89.0 3.4 
October 28. 9 59. 7 78. 2 106.8 Rg, 2 
November 28.0 54.6 76.9 94.4 0.2 
December 30.1 57.5 79.1 RO. 5 RR. 6 
January 28. 6 61.1 RS. 6 100.1 90.3 
ebruary 28. 0 52.9 S82 
March 4.2 62 OH 
April 34.7 6.6 91.4 
May 34.5 63.6 102.9 
Il 41.¢ KS. 141.2 
A verage 1.0 60. 2 R58 


CHART 3.—Numober of prime contracts to small business—cumulative 


{In thousands] 





Fiscal year | Fiscal year | Fiscal year | Fiscal year 
1949 1950 1941 1952 
July i 23.8 45.3 44.7 68.0 
August c 54.4 106, 3 117.6 161. 1 
September : 82.8 164.7 193. 0 250, 1 
October 111.7 224.4 271.2 356.9 
November. 139, 7 279.0 348. 1 451.2 
December . 169.8 336. 5 27.2 531.7 
January . — 198. 4 397. € 515.8 631.8 
February , . 226.4 450. 5 597.8 
March ; s 2 260. 6 513.0 694.3 
Apri . “ . 205, 3 HY. 6 785. 7 
May ‘ 329.8 633, 2 RAR. 6 
June , owe in ‘ a ‘ 371.4 722, ( 1, 029.8 
Crart 4.—Percentage of dollars to small business 
. Fiscal year | Fiscal year Fiscal year | Fiscal year ; 
1949 1950 1951 1952 Avera 
9 = 
y ily 2.9 47.7 50. 8 23.7 
Aug 4.0 40.9 9. 5 44. ¢ 1.1 
48. 1 45.2 40.2 37.4 52.9 
41.1 57.4 7. 1 28.8 1.5 
46.5 42.1 4.0 41.1 33.7 
( ber 7.8 47.9 1.4 14.2 26. 8 
ary y & | 53. 2 22.4 26. 2 31.3 
lary 55.2 418. 6 27. ¢ "d 
| ee 34.8 54.5 6.3 ee 
April 4 P : | 49,2 45.1 19.9 - 
May 32.8 1.9 35.0 ite 
J 32.5 39 22.5 ile 
A verage._._...... a 42.0 44.7 290.8 ae 
| 
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CxHart 5.—Number of dollars to small business 


{In millions} 





























| | | | 
| Fiscal year | Fiscal year | Fiscal year | Fiscal year ‘ = 
| 149 | 1950 | 1951 | = 1952 | Averages 
July___- s ‘<5 os ‘ $41.3 $43.6 $44.7 ee oe 
NS bs . ated ‘ 44.1 35.8 140.9 211.2 | $208. 4 
September - - ----- aie “am 66.8 | 38. 1 180.3 | 199. 2 | 205. 4 
October cathe Soeulaemacaalie ; 86.4 59.3 215.7 | 260.5 | 219.2 
November-._----- ‘ ont | 93.8 38.4 197. 2 333. 5 242. () 
December ._...--- . | 96. 6 46.3 227.5 284. 4 | 249. | 
January ear odedeh e 75. 5 | 49.5 437.8 310.9 | 257.9 
February. a siete | 54.6 | 36.6 371.0 | : iain ask alcate 
a RES 9s sence 71.1 50.6 533. 6 | 
April Se : Ste zs 60.8 | 52.0 i == ie ee 
May -. ; pened ie 74.6 | 74.5 | 514.5 |_-- 
June gechaseue dao, 2S 74.3 264.9 903.9 
Average. ia pg aniie ste 70.0 65.8 363.5 cial ntgbbxisde 
Cuart 6.—Number of dollars to small business—cumulative 
{In millions] 
Fiscal year | Fiscal year | Fiscal year | Fiscal year 
1949 1950 1951 | 1952 
July. .....--.-..---------------20--2--222---- 2-2 ------ $41.3 $43.6 $44.7 | $205. 7 
CS EES a are intake niag hh naaeenens wick 85.4 79.4 | 185.6 | 416.9 
ie a a Cae ee Sie 152. 2 117.5 365.9 | 616. | 
ee acinhiwihshbinaeneieninheueicos baci 238. 6 176.8 | 581.6 876.6 
a elise acs Jaa we 332. 4 215. 2 | 778.8 1, 210. 1 
RET RE ae SS ee 429.0 | 261.5 | 1, 006, 2 1, 494. § 
a ae eee 504.5 311.0 | 1, 444.0 | 1, 805.3 
I en cites ota te hete and, pont 559. 1 | O66). SAMO liscass.. 
March ocean ameniaiamdea tein hit icimaoes 630. 2 | 398. 2 | CD Bakeneccus ; 
IIs setetacecsini laces ti Sannin ela aniseed uaandibanen 691.0 | 450. 2 | BR TB dicnn cen 
Bd citi taticisdtens tote Dikns execinels din ghd Gintsitein ie tame tDaishibisi-eisk tos | 765. 6 | 524.7 | 3, 458.3 \- 
a a ee Se peda 839.9 789.6 4, 362.1 saline 
| ! 





CHartT 7.—Suitability, cumulative—all size contracts, first 8 months fiscal year 











1952 
‘ cn ita eal tel Rane aaa a 
Number of | Number of 
contracts | dollars 
| (thousands) | (millions) 
Baterdepertmental and interservi0s...... <2. 00.. eccte cco n nc cesnes cess cual 113.8 | 204.8 
fe ae felt Sala a tm iain astride tanned } 203.4 | 5, 796. 6 
Awarded to large business... ; Sst ies sovdanil 5-2 a rae ¢ 
Awarded to small business - - .-- ciubeateenickoee aiendl 728.5 | 2, 090 
EE — 
DNR. Ske aeees = ‘ seeue Wal i iced acest Cel are peat 737.8 | 2, 971. ! 
NS+LB+SB ___.. a ui 2 Gan eiecsisammaal A 941.2 | 8, 767.7 
ID and IS+NS+LB+SB ; Ponisanccukap lees gacauagaaatceme 1,055.0 | 8, 972. 5 
on Percent | Percent 
§ Gea idnke Menta awh dp animhsamentnnasieneéwminaddiimail aia 98. 0 70, 4 
LB+SB 
SB tbGGeR nies ecdub bb bbdbndedeiasihinbnmedebbadidaddaweineal 76.9 23.8 
NS+LB+SB 


rr 
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Cuart 8,—Suitability by quarter—all size contracts, fiscal year 1952 


| 


| 








Number of dollars | (Millions) Percentages 
Lee ee ee ee =. | - : | = : Ss -s = 
SB 
| ID and Dae nes 5 
¢ Nots LB SB iL B+SB LB+ SB| rey Ney i 
K NS8S+ 
| LB+SB L B+SB| I ahs 
First quarter ‘ 49.9 | 1,021.3 236. 9 616.1 | 883. 0 | | 1,874.3 | 1,922.2 72.2 | 32.8 
Second quarter 84.5 | 2,575.1 254.1 | 878.4 | 1,132.5 5 | 3, 707.6 | 3, 792.1 77.6 | 23.7 
January - \  72.4| 2,200.2; 389.6) 596.0) 985.6 | 3,185.8 | 3,258.2 60.5 | 18.7 
Februs ary. s | 


Brat ka Gh Ciel | | | | 


Department of the Army—Comparative rate of procurement (cumulative) 


Fiscal year 1952 
Fiscal year 1950 | Fiscal year 1951 | (through 
| February) 
Description sag aa 


Per- | Million Per- | Million Per- | Million 
cent | dollars cent | dollars cent dollars 








l echnical Service: 


| 
Ordnance Corps ty . --| 90.4] 577.1 | 45.7 6, 852. 6 54.5 4, 892. 2 
Quartermaster Corps. ._-- ‘ ‘ 38.5 | 730. 6 31.9 | 4, 788.2 20.7 1, 861.0 
Corps of Engineers | 8.8 166.8 | 11.1 | 1,660.8 10.4 936. 0 
Signal Corps 8.8 | 167. 4 5.9} 887.7) 9.0 803. 4 
Medical Corps : 1.8 | 34.6 | 1.3 199. 5 1.7 152.8 
Transportation Corps. _-- 5.7 | 108. 7 1.0 | 142.3 1.2 106.3 
Chemical Corps -8 | 14.7 9 | 135. 4 7 | 59.6 
Armies (including miscellaneous) . - 5.2 q 97 6 | 2.3} 325.3 1.8 | 161.2 
Total _. : jeitnes ‘ ' 100. 0 | 


1, 897.5 | 100.0 | 14, 991.8 7) 8, 972. 5 

Mr. Buyrue. ‘Chart 5—Simall: business participation : dollars to 
small-business amounted to, fiscal year 1950, through February, 
$65.8 million; fiscal year 1951, sees February, $363.5 million ; fiscal 
year 1952, through February, it is $261.3 million. 

Senator SPARKMAN. That is cumulative? 

Mr. Biyrue. No, sir, the next chart shows cumulative. 

Senator Sparkman. This chart is running month by month? 

Mr. Biyrue. Yes sir, and here is chart 6 the cumulative figure. 
This chart indicates about $300,000,000 of Army procurement went 
to small business through February, fiscal year 1950; $1.8 million 
t] through February, fiscal year 1951: and $2.1 million through February, 
fiscal year 1952. 

Senator SPARKMAN. Yes. 

Mr. Buyruer. This next chart, No. 7, shows all size prime contracts 
in continental United States, for the first 8 months, fiscal year 1952. 
This bar shows that the Army let 1,200,000 contracts. It is broken 
down down into four parts—interdepartmental and interservice— 
what went to large business, contracts for items not susceptible to 
small business, and what went to small business. This other bar shows 
the same breakdown in dolars. 

(For charts Nos. 5, 6, 7, and 8, see pp. 152-154.) 

Senator SPARKMAN. Starting with the top of the chart? 

Mr. Bryrne. Starting with ‘the part here [indicating ]—that’s the 
nena service and interservice transactions, amounting 

113,800 contracts—$204.8 million. 
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Senator SparKMAN. The lower part ? 

Mr. Biyrue. That was what was awarded to small business. It 
totaled 723.500 contracts for $2,090,500,000. 

Senator SparKMAN. I mean from there down it was available to 
small business ? 

Mr. Biyrue. That’s right. 

Senator SparkMan. And offsetting the heavy part below shows 
what was actually awarded to small business, and the other part 
went to small business in the event small business could have filled 
in on those jobs ? 

Mr. Bryrne. That is correct. This covers the first quarter and the 
second quarter, and January and February of the third 8 months total. 
But the interesting item here on this chart is the volume which is non- 
susceptible to small business. It amounts to 203,400 contracts for 
$5,796,600,000, which brings out the discussion we had. Eliminating 
nonreportable items and contracts not suitable to small business, this 
chart No. 7 shows small business received 98.6 percent of all contracts 
and 70.3 } percent of dollars. 

Chart No. 8 is a breakdown of chart No. 7 by quarters , fiscal year 
1952 in dollars. Probably I should explain what type of business is 
not reportable through interdepartmental and interservice. It consists 
of such items as gasoline and fuel, lubricants, and so forth, pur 
chased from armed services Petroleum Agency, and office supplies such 
as furniture, fixtures, supplies, envelopes, brooms, brushes, and so 
forth purchased from GSA, Post Office, Priting Office, prisons, blind 
institution, and so forth. 

This part here was not available to small business. This consists 
of items that have been identified as not suitable, such as complex 
radio, telephone, telegraph, teletypewriters, radar equipment. for 
special-purpose vehicles, and ordnance, heavy-caliber guns, tanks, 
engines, motor vehicles; and for engineering, heavy-construction 
equipment, floating plant special purpose vehicles, heavy-duty re- 
frigerators systems and water purification equipment, railway and 
tank cars; chemical and poison gases; dangerous chemicals, impreg 
nating equipment, and special-purpose ve shicles. 

Cumulative for 19! 52, small business got 70.3 percent of what was 
susceptible or suitable. 

Senator SparKkMAN. That is dollarwise? 

Mr. Brytrue. Dollarwise. 

(For chart 10 see p. 155) 

Chart No. 10 shows small business participation all-size prime con 
tracts in continental United States, fiscal year 1952, in the number of 
thousands of contracts broken down into advertised and negotiated. 

This chart shows that of the contracts advertised for bids small 
business received 175.6 percent for the first quarter fiscal year 1952 and 

79.6 percent for the second quarter fiscal year 1952. On negotiated 
aaa acts for the first. quarter fiscal year 1952 small business received 

77.6 percent and for the second quarter 76.2. 

These figures indicate that the percentage of total contracts varies 
but little for small business whether the contract is advertised or 
negotiated. 

But the next chart No. 10a showing dollar volume which small 
business gets between advertised and negotiated contracts tells a dif- 
ferent story. 











() 
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Let’s take a look at chart 10a. (For chart 10a see p. 156.) 

Small-business participation all-size prime contracts in continental 
United States for the fiscal year 1952, shown in dollars: 

In the first quarter fiscal year 1952, advertised, small business got 

7.1 percent, but less than $200 million. Under negotiated, 28.2 per- 
ce vent about oH SOmillion. In second quarter fiscal year 1952 smal] busi- 
cr got 53.2 percent of advertised bids for about $325 million and 

17.2 percent for about $525 million under negotiated contracts. 

Her re is definite evidence small business does better under advertised 
bids and it is for this reason that the Army has issued instructions to 
favor advertising wherever feasible. The Army has just about doubled 

their percentage ‘of advertised contracts the past year. 

Last year Mr. Alexander showed a chart whic h broke down a billion 
dollars worth of business from the 13 prime contractors into first and 
second tier subcontracts. The figures showed that 42 percent of the 
billion dollars worth of business finally landed with small business. 

We would like to have been able to have gone to all our prime con- 
tractors and to have asked them for that same sort of information, 
but the Budget Bureau has different ideas on that and we have not 
been able to do it. 

However, through meeting these people, talking with them, and by 
personal correspondence conducted with the approval of the Budget 
Bureau, we have been able to get similar information from many more 
big prime contractors and a much greater volume. 

One of the interesting things we found out was that of the 133 prime 
contractors for the Army there are only about 90 that are really sus- 
ceptible to subcontracting to small business. 

Out of the 90 contractors susceptible to subcontracting we have 
received information from about one-third of them. These contrac- 
tors have given us a breakdown of their subcontract business bet ween 
large and small business. Applying the statistical type of checking we 
might say that the subcontract figure which the reporting companies 
vave would apply to the whole 90. 

Here on this chart we show 28 prime contractors who in the first 
tier of subcontracting only, gave 30.8 percent of their prime contracts 
to small business. 

We have here a chart from Firestone on tank track treads which, in 
my opinion, is really in the second tier of subcontracting, because in 
the tank program they are a subcontractor of the big prime con- 
tractors for tanks, also one from Massey-Harris. We are re 
of these for the record. Firestone $22,538,496 or 40.9 percent of 
total of their prime contracts of $55,000 :000. Massey-Harris on their 
self-propelled howitzer subcontracted 33. 2 percent to small business. 

We wish we could get them all in that kind of presentation. 

Here are figures from six other contractors who did not give us 
a breakdown between large and small business. They did show, how- 
ever, that 61.7 percent of the contracts they got from the Army was 
subcontracted. Based on the information we had last year, in the 
first tier and second tier, and this year too, I think we can say what 
siiall business received half of 61.7 subcontracted. 

(Firestone chart referred to follows :) 
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Mr. Buiyrue. We have done everything—that might be a little 
exaggeration—we have done a great deal to try and impress upon big 
business the importance of subcontracting to small business and we 
have met with a great deal of cooperation. 

I think big business i is very conscious today of the interest of your 
committee, as well as the House committee, also SDPA in their short 
life, and the Department of Defense in recognizing that small busi- 
ness is entitled to their share of business derived from the Defense 
dollar and the fact that something has got to be done about it. 

That, Mr. Chairman, gives you my story, and if you would care 
to hear from any one or all three of the small-business specialists who 
accompanied me here this morning, they are prepared to give you a 
report on what goes on in the office relative to small business day by 
day. 

‘The Cuarrman. Thank you very much, Mr. Blythe. 

Do you intend to stay here, sir? 

Mr. Buiyrue. Yes, Mr. Chairman. 

Senator SPARKMAN. My thought is, we are going to hear everybody, 
and if there are any questions you might be here and available for 
them. 

Mr. Buyrue. I intend to be here, Senator. 

Senator SpaRKMAN. Mr. Ensign, will you come around here, please. 

Do you solemnly swear the testimony you are about to give shall 
be the truth, the whole truth, and nothing but the truth, as you shall 
answer to God? 

Mr. Ensten. I do, sir. 

Senator SpPARKMAN. Give your title, and name, and address to the 


reporter for the record, and then just proceed. 


TESTIMONY OF FLOYD G. ENSIGN, SMALL BUSINESS SPECIALIST, 
NEW YORK ORDNANCE DISTRICT, DEPARTMENT OF THE ARMY 


Mr. Ensien. My name is Floyd G. Ensign, small business specialist, 
in the New York Ordnance District, Departme nt of the Army. 

Is that sufficient, sir? 

Senator SPARKMAN. Yes. You may proceed. 

Mr. Ensign. I didn’t come here with any prepared statement, but 
lll try to give you a few high lights on our organization and I thought 
I might give a very brief outline of how our procurement is handled. 

The arsenals and centers, as opposed to Ordnance districts, are tech- 
uically responsible for the procurement of ordnance items. 

The district acts as the right arm, one might say, of the arsenals 
and centers, and performs many functions such as dissemination of 
information, getting in proposals on negotiated requests, having avail- 
able IFB’s for distribution in the district; administration of all con- 
tracts that come into the district as well as finalized and negotiated 
ind inspecting and so on. 

In the case of the negotiated-type bid, the arsenals will ask the Ord- 
nance district to secure informal proposals on any requirement that 
comes up, and that is more or less disseminated throughout all the 
districts. 

Bids are received by the district, tabulated and returned to the 
arsenal center for evaluation, and our knowledge of where the award 
is to be made only occurs when the arsenal has evaluated it and notified 
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whichever district it goes into, and the other districts are notified 
where it went into, and a request is made to advise the unsuccessful 
bidders that the contract has been awarded. 

In the case of IF B’s on formal advertising, the arsenals and centers 
make the original distribution of the bid drawings and forms from 
their master list Nation-wide. The districts receive office copies, 
reproducible drawings, together with the Nation-wide list of suppliers 
who have been invited by mail to bid. 

Now, in the past these IF B’s have always been available in the dis- 
trict offices as well as—of course, they are published in the synopsis 
and visitors or participants could always come in and look these things 
over, or telephone, or write in and ask for bid forms and drawings 
and options to bid. 

When the bid is made it is sealed and turned into the arsenal center, 
but not to the district. Now, in the New York Arsenal district we 
have tried to extend that service. We have a man in one of our operat- 
ing departments now, at the suggestion of myself, who screens all the 
IF B’s that come in from all the arsenals, and they run up to 70 or 80 
per day, and he selects out of this lot some of the most suitable in our 
district, and we then send a formal letter to the people on our list, and 
by rotation suggest they send a competent person into the district to 
look over the drawings and forms and see if it is something upon 
which they would like to bid. 

This system has been highly successful in bringing people, who fee! 
they were not being given e nough attention, into ‘the distric t, and very 
often if a particular item whic h has been suggested to them is found to 
be not suitable for them, we rumble through them in an effort to find 
something which is, and they are very, very happy about it. 

Asa result of this procedure I did select about 30 contracts that have 
actually been awarded here within the last few months, as a result of 
that service. They run from small amounts of $200 or $300 up to a 
hundred thousand dollars, so that we feel that that service is worth 
while, and while it has put a heavier work load on the district, we are 
getting a more satisfied feeling among our people. 

Now, in my office I have an assistant, and he and I interview 20) 
representatives of small business per day in the New York office, and 
we see them all. We never turn anyone away. We try to guide them 
and give them the technique of how they can best get into this program. 

We have learned that while that sort of thing would ordinarily be 
expected, that is, just talking to them and guiding them with informa 
tion, it is not enough. We have had to hand- carry them around the 
place. We encourage them to come in and visit w ith us ever y 2 weeks, 
and our experience has been that after they have done that two or three 
times it becomes almost automatic, and they get to know where to look 
for things, and the assistance they require thereafter is very small. 

We have added several thousand names to our buyer’s list in the 
New York district since this program started, and we have had evi- 
dence of a great deal of satisfaction in the treatment they received. 

In addition, we write letters to every inquiry that comes into the 
office. Now, we do follow certain forms more or less and answer 
specific questions in every case, but if it is an original type of letter, 
then I make sure of the fact that they do receive a personal letter and 
we invite them always to come in, and this procedure has to a great 
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extent done away with the feeling they were being handed form 
letters and flyers, and so on. 

Senator SrparkMAN. Are those replies, Mr. Ensign, made pretty 
promptly 

Mr. Ensicn. In most cases, sir; but in some cases maybe a week or 
10 days might elapse. 

Senator SparKMAN. What is the territory served by the New York 
office ¢ 

Mr. Ensien. We handle all of New York State from Poughkeepsie 
south tometropolitan New York, down to—but not including Trenton, 
N. wi 

Senator SparkMAN. Trenton is not in your area? 

Mr. Ensicn. No, sir. That is in Springfield. 

Senator SPARKMAN. How long have you been in the Ordnance office ¢ 

Mr. Ensign. I was appointed on the 25th of June, sir, last year. 

Senator SpaRKMAN. What were you doing originally—lI believe you 
were in the asphalt business? 

Mr. Enstan. Yes, sir. I have never been in Government service 
before, sir. Of course, many problems come up daily, and one way 
or another we put our fingers into every = ae of business, in the 
legal, fiscal, procurement, planning, and as a matter of fact, I’m a 
member of the Board of Award. 

We have three meetings a week, and I sit in on all the awards made 
in the district. I have one or two examples I thought might be inter- 
esting. This is the case of a small business in the New York district 
who happened to be the low bidder on a contract for ammunition. It 

sa fairly complicated job, 7 millimeter shell. After a discussion of 
this award and a meeting with the responsible branch, it was the 
opinion that it was a question as to whether or not this facility was 
ompetent to do the job—mostly from a technical standpoint, although 
the financial standpoint came into it. 

You see, Lam acquainted with these things because I see all of these 
things as they come into the office, so that I always know what is 
happening in advance. 

I felt myself this was a border-line case, and required special con- 
sideration. So I asked my investigation chief if he had investigated 
this thoroughly before any unfavor: ‘able re port was made on the survey. 
hen the district ap pointed a Board of Review from the district, and 
he put me on it, and it was investigated thoroughly and we found this 
was a calculated risk to award this contract. 

However, we also found that we had no concrete evidence that the 
contractor could not perform the contract. We reported our findings 
to the ammunition center, and the contract was awarded to the facil- 
ity and I think he is going to perform. Production is not due to start 
before about 2 months, but he has every incentive to get it out. 

[ think there is no question but had the preaward survey gone in 
without our screening it, he would not have been found qualified for 
the contract. 

On the other side of the picture we have been instrumental in getting 
a man off the hook, where he thought he wanted the contract, but in 
turn found out that he would have lost his shirt on it. 

It was a very complicated machine to be built for one of the arsenals. 
There were two bidders. A big business concern had made one before 
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this, which was a gun-casing machine, and a small-business man bic 
on it, and his bid was low. Then he thought some of our people might 
turn him down, and he was very incensed about it. 

I got into the picture immediately and I suggested some experts be 
sent down from the arsenal to survey his place and to discuss it with 
him before anything was done. So a small-business specialist and a: 
engineer flew in there and I went along, and we went to the plant and 
talked to him, and the experts pointed out two or three major opera 
tions this big machine would require, and after he had picked ou 
two or three of these things and explained them to this small-business 
man, the owner of the facility said, “Can I get out of this?” and, of 
course, we took care of him, and he is very happy and friendly toward 
us and we found other business for him to bid on, and the relationship 
has been very good. 

So there you have two sides of the picture. 

In the case of pre-award surveys, which all the facilities in our dis- 
trict are required to make, as I said before, I screen them all as they 
come in and any unfavorable pre-award survey is referred to me ‘im- 
mediately, and I decide whether or not it is justified and if not, then 
I raise a question about it and I get the cooperation from the district 
chief in determining these cases, and the ones which are favorable | 
don’t see, but I am not interested in those. 

Senator SparKMAN. Do you mean by “pre-award survey” a survey 
of manufacturing facilities? 

Mr. Ensten. Yes, sir. Even though all facilities are in our file, 
when an award is contemplated by an arsenal they come right back and 
say, “Give us an up-to-date survey of the financial and mechanical 
ability to perform the contract.” 

They in the meantime might have other information they could not 
find on the nature of the facilities, or that the facilities might be com 
pletely overloaded and not even want the contract, and certainly it 
is not to the Government’s advantage to place a contract where de 
liveries will not be made. 

Now, we have tried as much as possible to help out small-business men 
on subcontracting, but until fairly recently it has been rather difficult 
for the simple reason that the prime contractors, while they are put 
ting a lot of business into the hands of small-business facilities, the 
idea of expanding it over a greater number of them has been hard to 
accomplish because they have got lists of small-business representa 
tives calling on them, ones they know they have used during the war 
and since the war, and they know the quality of their work. 

What we are trying to do is to get them to spread this work so they 
will have a broader base of supply. I can say that it is improving and 
that they are trying to cooperate with them, and we have been able to 
spread a large number of small contracts for small-business men in 
that manner. 

One of the things we have done in New York is to prepare a primary 
list broken down by commodity, broken down by the items they are 
engaged in manufacturing, the items they are making, whether it is 
smal] arms ammunition, artillery, and fire-control equipment, and so 
on. We also show possible sources for subcontracts, and while there 
is no guaranty, we do show that these people are using subcontractors 
and we even go so far as to list the ones who do seem to be in need of 
subcontractors, and they may be making an item which is in one piece, 
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only a shell or casing or something, but suppliers of lumber and pack- 
aging material, and other like facilities, like the names of people doing 
small contracting work and this completed list is kept up to date to 
about the end of the 25th of March. We revise it every month and 
pass it out to these people. 

We did make a survey in about the middle of March on one of the 

commodities in the New York district, which is ammunition, and there 
was a very nice little piec e printed in the New York Herald Tribune 
on Thursday, April 3, 1952, and—may I quote it for the record, sir ¢ 

Senator Sparkman. Certainly. Go right ahead. 

Mr. Ensien. The item is entitled “Small Business Not Snubbed” and 

t says: 

Small business is getting considerably more than a majority of the ammunition 
contracts administered by the New York ordnance district, according to Col. 
John 8S. Walker, district chief. Siall business, he said, has received 67 percent 
of the dollar value of such contracts or $40,396,345. 

Of 78 contracts let, small business received 64, and of the 14 going to big 
business there were 141 first-tier subcontracts to smaller manufacturers. The 
reason: The Office of the Small Business Specialist of the New York ordnance 
district has kept close contact with small-business men. The ordnance office 
defines a sniall business as one which employs less than 500 persons. 


We have lots of other service small-business specialists all around 
. area, as Well as those in the arsenal, and where the occasion arises 
e pass them out to these people. 
I'd say roughly, sir, that is the story at our level of procurement. 
There are probably many more details we could go into. 
Senator SPaARKMAN. Let me ask you this, Mr. Ensign. What had 
been your line of work before you got on this job? 


Mr. Ensign. Well, 1 am essentially an oil-production man. I have 
been in the production of crude oil for the most of my life since I was 
out of college, and in South America up to 12 years ago, and since 
that time I have been on the manufacturing end. I was general man- 
ager ina steel plant in Pittsburgh during the war, and I have been in 
other manufacturing enterprises. 

Senator SparkKMAN. What was your work immediately prior to this 
ippointment, sir? 

Mr. Ensicn. I was in business for myself, producing small items, 
which business was more or less closed down because of the material 
shortages. 

Senator SpaRKMAN. You are in small business ¢ 

Mr. Ensian. Yes, sir—very small. 

Senator SpaRKMAN. Had you ever had experience before in Gov- 
‘rhment procurement ¢ 

Mr. Ensiten. During the war when I was in Pittsburgh. We did a 
great deal of subcontracting for the Navy, for naval equipment, LST 
boats and work of that sort. 

Senator SpARKMAN. Your work has been on the civilian side ? 

Mr. Ensian. Yes, sir, entirely. 

Senator SparkMAN. Did you find complete cooperation when you 
went into office, and from that time on? 

Mr. Ensten. Complete cooperation, yes, sir, I certainly did. 

Senator SparkMAN. Did you find any difficulty in getting small 
businesses to establish contact with you ?¢ 

Mr. Ensten. There was a little hesitation at the beginning, but in 
most instances that has been removed. 
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Senator Sparkman. You feel now there has been established that 
relationship which makes them perfectly at ease when coming to see 
you ¢ 
~ Mr. Ensen. There is no question of it, sir. 

Many of our successful small contractors, who had no occasion to 
see me because they didn’t need help, are now making it a point to 
come in and know me and spend some time, and they feel it is an im 
portant element of the district to keep in contact with the small 
business office. 

Senator SpaRKMAN. Now, is the matter of operating capital an im 
portant item ? 

Mr. Ensicn. To some extent, sir, yes. 

uP very lenient in the New York district—within reason should 
I say—but we do tell them about partial payments which are author 
ined i in many cases, up to 100 percent, and which includes partial pay 
ments against inventory of raw material, work in process, and usually 
if they can swing it at all they can do it on that basis. 

There has been one occasion. We had a small fac ility in Pough 
keepsie, N. Y., who is a gage manufacturer. He st: arted out 3 or 4 
years ago, and he used to be with a large gauge manufacturing concern. 

He left that concern and started “ee own business, and he started 
in his cellar, as so many have done, but his work was so outstanding 
that he is being forced to expand due to the amount of work he is 
doing, and he has had work brought in to him and he works for the 
various services, as well as for private industry engaged in defense 
work, 

He now has about $100,000 worth of equipment in his cellar. It is 
quite a big cellar, and he wants to expand and he needed money to 
accomplish this. wey! it is somewhat out of our province, but because 
of his reputation he is in a bad way to get it, particularly because his 
competitor, the one for whom he formerly worked, and the one he quit, 
is in the same town, and has quite a lot of influence. 

But I took him to the SDPA of which Mr. Sipton is the regional 
director 

Senator SparKMAN. That is in New York? 

Mr. Ensign. Yes, sir, in New York, and they are now proceeding in 
an : emor' to get him financial assistance. If anyone ever deserved a 
loan for that type of capital, he certainly deserves it. 

Senator SPpARKMAN. How long has the regional office of SPDA bee) 
existence in New York? 

Mr. Ensien. Approximately 3 months. I’m sorry that I have not 
got the date exac ‘tly, Sir. 

Senator SPARKMAN. As I recall, that was about the first of the vear. 

Mr. Ensign. Yes. I attended the installation of it. 

Senator SPARKMAN. Have you received full cooperation and has 
there been a good working relationship there ? 

Mr. Ensien. They are very friendly, and there is good relationship 
there, yes, sir. 

Senator SparKMAN. Let me go back to one thing you said, with 
reference to bids, that oftentimes you do receive bid invitations after 
the arsenals have put them out. Does that allow you time, then, to 
get them out to the small businesses, or have the arsenals already sent 
them out to small business ¢ 
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Mr. Ensien. They have sent them out to the people on their own 
list and usually to a number of our districts initially. 

There is some delay between the mailing of the bids from the 
arsenal and any action we can take independently in the district, of 
course, we do but at the present time the policy is to spread these 
items periodically out to the sources every 30 days, and they main- 
tain that schedule quite well. 

We reproduce the drawings in the district and we certainly try to 
expedite the thing in our district, and allow them to get it ‘back in 
ample time. There are occasionally exceptions, of course, and mail 
very often is delayed between the arsenals and the districts, and some- 
times a week end intervenes, and you get a complicated procurement 
item and they have to have sufficient time within which to get their 
estimates in, but that does not occur too often. 

Senator SparkKMAN. When you look over a contract, or project, or 
proposed contract, and you find one that is in your cplien suitable to 
small business, you make that known, do you not ¢ 

Mr. Ensien. Do we do it in connection with formal advertising, sir, 
or negotiated business ¢ 

Senator SPARKMAN. Either way. 

Mr. Ensign. On negotiated business I furnish a list to our plan- 
ning branch, and in addition to any they might have from their own 
list, I furnish a list of every negotiated procurement susceptible to 
small business, and I spread these as far as I possibly can, and that is 
everyone. 

Now, on the formal advertised, in view of the fact that we get in 
as many as 70 and 80 IF B’s every day, it is impossible to disseminate 
that information beyond the arsenal level completely. 

We do pick out examples of, say, 5, 6, 8, or 10 of these IFB’s every 
day and we send letters out to all these facilities on rotation. 

We may have 5 today and 10 on another, depending on the procure- 
ment, and it couldn’t be 100 percent additional coverage because it 
simply would take a tremendous staff. to do it, but it is bri inging them 
in to the point where the new ones are coming in steadily and in 
increasing numbers, and the old ones automatically come in, and the 
lew ones are added to the old ones, to the point where we are terrific- 
ally overrun with people. 

Senator SPARKMAN. I am not thinking so much of your getting the 
nformation out, as I am of your recommendations that this and 
that particular contract be earmarked for small business. Do you 
have the authority to do that, and if it is recommended, to what extent 
are you authorized to act upon it? 

Mr. Ensten. Ul say the authority is unlimited—but I'd say we do 
not have the authority to say, “This procurement must go to small 
business,” 

[t isa recommendation, first, that the arsenal or the negotiated pro- 
curement, where the small-business specialist screens it at the arsenal, 
and then there is composed a letter which includes a paragraph, “This 
is suitable for small business, and your request for proposals should 
be guided accordingly.’ 


Then I go through it , too, and my recommendations are carried 
out very well. 
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There might be one or two big business people employing more 
than 500 who wish to bid on it, ‘and under the present regulations 
we are not—we cannot decline them the right to bid on it—but gen 
erally speaking, I’d say that 90 percent of all the procurement suitable 
for small business, is set to small business concerns in our district. 

Senator Sparkman. Thank you very much, Mr. Ensign. 

Mr. Gall, will you come forward, please. Hold up your right hand 
and be sworn. 

Do you solemnly swear the statements you make to this committe: 
will be the truth, the whole truth, and nothing but the truth, so help 
you God ? 

Mr. Gat. I do. 

Senator SparkKMAN. Thank you, sir. Be seated and give your nanx 
to the reporter for the record, and then just proceed in your own way. 


TESTIMONY OF FRANK M. GALL, SMALL-BUSINESS SPECIALIST, 
CHICAGO QUARTERMASTER DEPOT, DEPARTMENT OF THE 
ARMY 


Mr. Gait. The name is Frank M. Gall. I am the small-business 
representative for the Chicago Quartermaster Purchasing Division, 
located at the Chicago Quartermaster Depot, 1819 West Pershing 
Road, Chicago 9, LIL. 

Senator, with your permission I have prepared statement here 
which I would like to read, pertaining to the functions of the office, 
if it is permissible. 

Senator SparKMAN. That is all right, sir, go right ahead. 

Mr. GaAuu. As small-business representative, I serve as a focal point 
in the Chicago Quartermaster Purchasing Division, to which small 
business concerns may make or direct 1 inquiry y concerning participation 
in the military procurement program, and concerning advice and 
assistance in the performance of military contracts. 

I independently supervise the. activities of the section with respect 
to protecting the interest of small manufacturers in obtaining defens: 
production, prime and subcontracts, and in the utilization of their 
plants in production of civilian goods or conversion of their produc 
tion to military production by thorough utilization of their existing 
equipment. 

We furnish advice and related counsel to small-business men as to 
opportunities for obtaining Government contracts, advising them as 
to the types of Quartermaster items of procurement on which they are 
qualified to bid, after analyzing their present and potential production 
capacity with consideration being given to equipment, machinery, 
labor supply and managerial skills. “We direct the ad: aption of their 
industrial facilities to the proper branch of the armed services in cases 
where their production capacity is not susceptible to Quartermaste: 
items. 

We discuss applicable specifications and purchase descriptions with 
the small-business man and in most cases have samples available of ov 
items for their review. We advise business units as to pertinent pro 
curement regulations and administrative procedures of our agency 
and their tie-in with trade merchandising practices of small firms. We 
discuss, evalu: ate, and assist small-business firms with their problems 
involving “if,” “where,” and “how” their productive capacity or their 
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current products can be most useful to the Government for present or 
future procurement, whether it is to their best interest to attempt to 
obtain prime contracts or to adapt their production mainly to sub- 
contracting, in each case applying a anenh ensive knowledge of trade 
practices, production methods of small- -manufacturing units, and the 
psychology of the small-business man. From information recorded 
in each small-business facility file—and I might explain there, sir, that 
we maintain a separate file for each small- business firm who is recorded 
in the Small-Business Section—we ascertain their subcontract poten- 
tial capacity, and furnish to them, when available, information per- 
taining to the actual subcontract needs of a prime contractor requiring 
supporting services. 

The Quartermaster Corps procurement does not involve many items 
where parts, components, or subassemblies are needed to complete the 
end item. We do procure a limited number of mobile field units that 
would, no doubt, require some subcontracting work involving com- 
ponents or parts and subassemblies, and where there is subcontracting 
work involved in this case, they are notified _ oo prime contractor’s 
requirements insofar as supporting services in performance of the 
contract. 

Provisions are set forth in each bid invitation and contract for a 
prime contractor’s statement to be submitted, outlining the type and 
amount of subcontract work that will be required in performance of 
his contract. When such information is received by a contracting 
officer, it is relayed to the Small Business Section for selection and 
recommendation of potential sources. 

Under the collaborative program, all requisitions for purchases, for 
the use of the Navy, Air Force, Marine Corps, and Coast Guard, in 
addition to the purchase directives of the Army, are reviewed by the 
small-business representative to determine in advance what portion 
of such procurement would be susceptible to the small business firms 
we have on record, as potential sources of supply. This action has no 
relation to our bidders’ mailing list other than to determine if the 
company is already listed to receive a bid invitation for the item being 
proce ‘ured. 

What I mean there is that in many cases we may have a small business 
concern recorded, and rather than go to the trouble of sending out these 
bids informally, we make inquiry to find out whether he is on the 
bidders’ list already to receive the invitation before we proceed from 
our office. 

In cases where the item being procured falls within the scope of any 
of the small firms facilities, the firm or firms are earmarked to be 
notified of the procurement following receipt of the procurement 
synopsis, which is our cue that the procurement can be publicized. We 
have not established a policy of sending out bid forms in these cases 
is it is a costly procedure. In such instances, we write a letter enclos- 
ing the specifications of the item being procured, inform them of the 
bid invitation number, amount of units being purchased, and the 
opening date. We request that they review the specifications, and if 
they are interested in bidding on the item, to contact our office for bid 
nvitations at an early date. In each instance where the small firm 
responds to the invitation, his company name is added to the mailing 
list to receive bids on future procurement of the same item. I mean, 
he is automatically included in the next listing. 
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With reference to the selection of small firms for notification of 
procurement, the selection of small firms applicable to this treatment 
is made from our records of potential sources of supply, comprised of 
small concerns in need of assistance in securing defense work. 

To facilitate listing small business firms as potential sources of sup 
ly, each firm is given a Chicago Quartermaster Depot Form 11-491, 
Small Business Questionnaire, “either when interviewed at our office 
or in response to a letter of inquiry pert: uning to the securing of 
defense work. They are requested to fill in the required information 
and in listing their equipment, it is stressed that they be specific in 
regard to machine and machine-tool capacity. For example: on press 
equipment the tonnage, die space, and stroke, as it is from the analysis 
of the information furnished on this questionnaire that we can best 
determine their potential production capacity and where they will best 
be suited to serve in the defense program. 

Upon receipt of the questionnaire by our office, an analysis is made 
and the information developed enables us to classify their facilities 
and record them in the cross-reference category card index susceptible 
to their type of production. We maintain a cross-reference card index 
system of two types; one consists of types of production broken down 
categorically, whereas the other is set up to correlate with the facility 
file. In a sense it comprises a case history record, indicating each 
action taken whether by phone, office interview or letter; it outlines 
our efforts to assist small business and provides a means of checking 
facility response to procurement referred to them. 

In additions to assisting small-business firms in connection with 
Quartermaster procurement, our office applies the same tactics where 
we have information pertaining to advertised procurement of other 
Government agencies. For instance, where production is required 
involving ferrous and nonferrous, castings, automatic screw machine 
parts, general machine shop work, metal fabricating and welding that 
is not susceptible to Quartermaster, this information is furnished to 
companies having such capacity which cannot normally be used in 
the production of Quartermaster items. What I mean there is, where 
we have this outside information that does not pertain to Quarter 
master procurement, we relay it to them at all times. 

We have numerous letters on file from small concerns stating that 
the information we have furnished them in this respect has been very 
helpful to them. 

During the first quarter of fiscal year 1952, the Quartermaster target 
objective was established for smal] business at 46.3 percent of the dolla 
value procurement. Our statistics show that small business has been 
awarded contracts for a larger percentage of the dollar value than the 
target established. 

During the period July 1, 1951, through March 31, 1952, the Pur- 
chasing Division of the Chicago Quartermaster Depot expended $369. 
028,831. This expenditure involved 9,582 contracts. Of this total, 
small business firms were awarded 6,155 contracts representing a dollar 
value of $183,955,391, or 68.5 percent of the total contracts placed and 
54.8 percent of the total dollar value spent. These figures do not reflect 
any additional business small firms may have secured as a result of 
subcontracting for services or supplies necessary to complete the end 
items involved in the or iginal purchases mentioned. One of our major 
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procurement items involves seven complete production lines set up in 
six plants of which four are small-business firms employing from 105 
to 800 employees, and all four small companies have rec eived re peated 
wards on the basis of their low quotations. 

It is our objective to insure every possible aid to small business to 
the end that they may secure Quartermaster contracts, however, we 
find in numerous cases, that certain small manufacturers are inclined 
to overestimate their ability to produce what appears to them a simple 
item. In these cases, in the absence of an expert analysis of plant 
capacity, the small firm has made commitments for delivery schedules 
which they find after starting production they cannot meet. As a 
result, many of the contracts become delinquent and must be term1- 
nated. When this happens, great expense is often incurred by both the 
firm involved and the Government. 

Quite frequently we receive complaints from small business firms 
py 8 ‘regard to the low figure an award was made on. The usual 
ery is “how can they do it’ “and still survive. A good example of this 
aa ‘compl Lint is the pin, tent, aluminum, which we have had quite an 
experience with. To the average small metal stamping company this 
item appears relatively simple, in their opinion, merely blank and 
form, but unless the small firm has facilities for other than bk: inking 
and forming operations, the production costs will be high. For ex- 
ample, production of this item involves eight operations, blanking, 
forming, heat treating, roto finishing or tumbling, aladining (an 
etching process), prespray edges, spraying and baking and export 
packing facilities. Without the proper equipment and facilities to 
carry out all eight operations under one roof, outside sources are 
required to support performance of a contract, and this results in 
higher production costs. Thus the small concern which is obliged 
to subcontract some 4 or 5 operations in production of the item is 
compelled to quote higher than the facility which might have all 
facilities to perform the contract under one roof. 

In closing, I might mention that we have attended numerous pro- 
curement displays, governor’s emanate seminars, and industry 
assistance clinics through which it is my considered opinion that many 
small-business men derived certain benefits and a more thorough 
understanding as to how to do business with the Government. We 
have established liaison with 35 governor’s commissions and com- 
mittees throughout the States, and also maintain a file of all 48 States 
wherein monthly labor market reportings are recorded. That infor- 
mation, of course, has proven very beneficial at times to the contract- 
ing officers whereby they are interested in the rate of pay in certain 
areas. 

In addition, we have established liaison with the local SDPA re- 
gional director and have already cooperated with their office on a num- 
ber of inquiries and information data pertaining to Quartermaster 
procurement, 

Senator SPARKMAN. Mr. Gall, we had a letter recently. Let me see 
if you can give me some answer on this. This letter said: 

Could you protest through the Small Business Committee the unfairness and 


foolishness of the holding contractors responsible for any and all damage on 
Government contracts. 


The Army Quartermaster is quoted as follows on invitations and it 
gives the quotation which provides the contractor is liable for any 
99841—52—No. 5——12 
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loss or damage of Government property. The writer of this lettter 
goes onto say: 

Fire and extended coverage is easy to get, but on such risks as atom bomb, 
earthquake, and flood, it is practically impossible to get coverage, and the 
Government should assume this risk. 

Do you have any comment to offer on that ? 

Mr. Gaun. I am afraid not, sir. I would rather that be referred to 
legal counsel. 

‘Mr. Burnett. Mr. Noone, I might possibly be able to help. 

Senator SparKMAN. Will you give your name for the record ? 

Mr. Burnetr. Edmund C. Burnett, from the office of the genera! 
counsel, Office of the Quartermaster General. 

Of course, without knowing the exact invitation, Senator, and the 
exact circumstances, I am having to speak in the abstract, but I am 
pretty sure that the provision to which reference is made is a stand 
ard provision used in almost all Quartermaster Corps contracts where 
there is Government-furnished property involved. It is prescribed, | 
think, by the Armed Services Procurement Regulations. It may be 
merely by the Army Procurement Procedures, but I am pretty cer- 
tain it is a standard article. 

Senator SparkMAN. Well, it isa change. Suppose I read it. 

Particular attention is called to the change in the liability of the contractor 
for Government property under contracts awarded as the result of formal adver- 
tising. Contractors are no longer relieved of liability for loss or damage to Gov- 
ernment property resulting from “accepted perils.” Under the terms of 
subparagraph (f) of clause 29 of the contract provisions, New York Quarter- 
master Procurement Agency 

Mr. Burnett. Yes, sir; that would be New York. 

Senator SPARKMAN (continuing) : 

Form 545-1-F, the contractor is liable for any loss or damage to Government 
property. Bidder’s ability to meet the added responsibility will be considered 
in determining whether he is responsible. 

Mr. Burnett. I think, sir, that is a change in official Army policy 
intended, if I am not mistaken, to impose the liability on the contractor 
in connection with advertised bids as distinguished from negotiated 
procurement. 

Senator SparKMAN, Yes. Of course, he raises three, I suppose you 
would call, unusual risks. 

Mr. Burnett. Yes. 

Senator SparKMAN. Atom bomb, earthquake, and floods. Certainly, 
in the light of recent experience in floods, particularly the one last 
year where many cars loaded with materials were washed away or 
turned over or ruined, I am just wondering if there is merit to his 
contention that he is not able to cover that with private insurance at 
an economical rate, and he assumes those unusual risks. 

Mr. Burnerr. That is something I can’t answer, Senator. We have 
not heard that identical complaint—that he is unable to cover himself. 

Senator SparkMAN. I will read that again: 


Fire and extended coverage is easy to get-— 
Apparently he thinks it is all right as to that— 


but on such risks as atom bomb, earthquake, and flood, it is practically impossible 
to get economical coverage, and the Government should assume this risk. 
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Mr. Burnetr. We would appreciate very much having an oppor- 
tunity to review the complaint so that consideration might be given 
it. We have had some discussions in the past involving that policy 
and the problems that arise out of it. I might explain that in the 
procurements effected by the New York Procurement Agency there 
is quite a bit of procurement based upon the use of Government- 
furnished property. 

Senator SparKMAN. I might say that that letter was not addressed 
to us, but it came to us in a roundabout way, and is a part of our files. 
We would be very glad to refer it to your office. 

Mr. Burner. If you desire, we will be very happy to look into it 
ind see just exactly what the situation is and whether there is any- 
thing that can be accomplished. 

Senator SparkmMAN. Thank you very much. 

Mr. Gall, were you with the Army Qui: irtermaster Corps before—— 

Mr. Gatu. Before the appointment as small-business re presentative ; 
yes, sir; 1 was Chief of the Industrial Mobilization Section. 
~ Senator SparkMAN. How long had you been a part of that section ? 

Mr. Gan. Since the latter part of 1948, sir. 

Senator SpakKMAN. What had been, in general, your line of work 
prior to that time? 

Mr. Gauu. Prior to that, in manufacturing, small plants, in a super- 
visory capac ity, such as plant superintendent or plant manager. 

Senator SparkMAN. You are a small-business man ? 

Mr. Gatt. Yes, sir. The largest plant I was in was approximately 
165 employees. 

Senator SparkMAN. Do you feel satisfied with the results you have 
been able to obtain and the cooperation that you have received ? 

Mr. Gauu. I could hardly say, sir, that I am 100 percent satisfied, 
cause We are never Satisfied. 

Senator SparKMAN. No; we shouldn’t be, and I realize I used the 
wrong word. Maybe I should say are you reasonably pleased with 
what you have been able to do? 

Mr. Gauu. I should say I am reasonably pleased with the results, 

‘lthough we have no concrete evidence to show any fruit of our 
forts other than that we do maintain a complimentary file which 
as in it some letters from small-business firms which indicate that 
we have rendered a service to them. 

Senator SparKMAN. Do you have many of them come to see you 
personally ? 

Mr. Gatun. Oh, yes. Our average callers a day run anywhere from 
six to eight a day. Of course, we are somewhat off the beaten path, 
you know. 

We are located out at Thirty-ninth Street, where the stockyards are, 
ind naturally there aren’t too many of them that come from out of 
town that go out there, unless they really feel there is something there 
for them. However, we do have anywhere from, I would say, six to 

cht interviews a day, and we perhaps run an average of 15 letters a 
lay out of the office pert aining to advice and recommendations. 

Senator Sparkman. The SDPA office in C hicago was set up just a 
‘w months ago, 2 or 3 months ago? 

Mr. Gautn. About 21/,, I believe, 214 months or so 

Senator SparkMAN. Have you had cooperation with that office? 
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Mr. Gat. In every way, sir. Mr. Yngvar Brynildssen there has 
been very fine and we have established liaison between his office and 
mine. 

Senator SparkMAN. Thank you very much, Mr. Gall. 

Major Terry, will you be sworn. 

Do you solemnly swear the statements you make to this committee 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 


Major Terry. I do. 
Senator SparkMAN. Be seated, if you will, and give your name and 
title to the reporter for the record, and just proceed i in your own way, 


TESTIMONY OF MAJ. BREWSTER TERRY, SMALL-BUSINESS SPE- 
CIALIST, ARMED SERVICES MEDICAL PROCUREMENT AGENCY, 
BROOKLYN, N. Y. 


Major Terry. My name is Brewster Terry, major, Medical Service 
Corps, Armed Services Medical Procureme nt Agency, 84 Sands Street, 
Brooklyn 1, N. Y. 

With your permission, sir, I would like to read a statement. 

Senator SparKMAN. Go right ahead. 

Major Terry. If I may also suggest, sir, for purposes of convenience 
I have a couple of charts here I would like you to follow. 

(For charts see pp. 179 and 181.) 

Inasmuch as this committee specifically requested that a represent 
ative from the Armed Services Medical Procurement Agency appear 
before it, it is believed worth while to briefly dwell upon the historical 
background of the Agency. 

I might add, sir, at the risk of taking up your time, we are a little bit 
peculiar unto ourselves in contrast to the previous agencies from which 
you have heard, and I think it will benefit us mutually to explain ow 
background. 

Senator SparKMAN. All right sir. 

Major Terry. In this connection, it is to be emphasized that the 
Armed Services Medical Procurement Agency is a joint procurement 
activity organized originally on the initiative of the Army and Nav) 
Medical Departme nts prior to the enactment of the National Security 
Act of 1947. Subsequently, with the establishment of the Air Force. 
the Air Force Medical Department joined with the Army and Navy. 
At present there is no statutory provision for the establishment of this 
Agency, but by free association the Secretaries of the Army, Navy, 
and Air Force, as approved by the Secretary of Defense, have decided 
that a joint organization of this type is the best medium for the pro 
curement of medical supplies and equipment and have formally chai 
tered the organization. 

For the purposes of brevity and with your permission, I would like 
to refer to the organization which I represent henceforth merely as 
“the Agency.” In describing the Agency, a valid analogy may be 
drawn between it and a civilian corporation. It has a Board of Di- 
rectors called the Directorate, consisting of the Surgeons General of 
the Army, the Navy, and the Air Force, or their designated representa- 
tives, all of whom are a to the service “Secretaries. The 
Chief of the Agency conducts the business of the Agency much like 
the president of a corporation, and as the “head of a procuring a 
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tivity,” as that term is defined in ASPR 1-201.4. This designation 
facilitates procurement, and allows a latitude of operation not nor- 
mally enjoyed by field purchasing offices. This Agency is the only 
major procuring activity of the three medical services. It has no 
staff or operational counterpart in any of those services. With some 
minor exceptions, all procurement of standard medical supplies for 
any of the services, wherever required, is effected by the Agency. 
The field offices that you see on the chart which is on the second 
page, sir, under “Chicago” and “Oakland”, have reference solely for 
the purposes of the industrial mobilization program. 

May I digress here to indicate a few of the associated operations and 
controls that modulate our activity which I have found are worth while 
n explaining to small-business representatives visiting me. 

The Agency does not compute requirements, nor does it control 
supply and distribution. ‘The stock-control and requirement-deter- 
mination activities of the Army, the Navy, and the Air Force are 
located in the same building. These activities, under the operational 
ind technical control of their respective Surgeons General, deter- 
mine and provide us with their requirements, determine and indicate 
the relative urgency of their needs, and provide information relative 
to packaging, packing, marking, and destination. 

Requirements as computed are phased to us under a timetable 
plan in order that we in the Agency can in orderly fashion receive 
ind merge them for the generation of action to effectuate a joint pro- 

urement. This s possible 4 vecause of the close proximity to each 
othe and beiagiees ‘of the common cataloging, mutual agreements on 
standardization, and acceptance of single specifications, together 

th a workable fiseal plan. It should be added here that, 
by mutual agreement between the Department of Defense and 

e Federal Civil Defense Administration, this Agency also 
procures a very large amount of medical supplies for the FCDA. 
\ satisfactory operational agreement has been reached; FCDA re- 
quirements are consolidated with those of the medical services, and 
ont procurements are being effected in most cases. 

lor procedural purposes the Agency is considered a procurement 

tivity of the Department of the Army, and is required to follow 
\rmy procurement regulations. 

The vreatest concentration = the drug and allied chemical field 
ind other related industries is located in and around New York 
City, where, too, the Agency is tes ated. Consequently, although we 
over the entire Nation, the greater proportion of our producers can 
with a minimum of difficulty pereunadiy visit us, thus availing them- 
selves of meeting and talking directly with qualified personnel. 


[TEMS PROCURED BY ARMED SERVICES MEDICAL PROCUREMENT AGENCY 


In order to understand the problems confronting small business de- 
sirous of dealing with the Agency, and by the same token the prob- 
lems confronting the Agency small-business specialist, a concept of 
the type of items for which the Agency has procurement responsi- 
bility should be analyzed. I might add that, although these are items 
for use by the medical profession, they are not as formidable as 
some would believe upon first consideration. The interesting paradox 
is that 85 percent of all the items purchased are susceptible of ac- 
complishment by small business. 
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The categories into which these supplies are classified are as fol- 
lows: 
Medicinals, such as drugs, chemicals, and biologicals 
Surgical instruments and appliances ~ 
Hospital and nursing supplies and equipment 
Surgical bandages and dressings 
Dispensary and laboratory equipment and supplies 
Dental supplies and equipment 
Optical equipment 
X-ray equipment and supplies 
Artificial limbs 
Physical-therapy equipment and supplies 
Hospital and dispensary furniture and equipment 
Miscellaneous articles and services for office upkeep 


The foregoing classifications represent approximately 8,000 items, 
and of these the following are the exceptions wherein small business 
cannot successfully and economically participate. 


Class 1 : 70 items comprising drugs which are of a proprietary nature 
obtainable only from single sources which are manv- 
facturers classified as large business 

: 2-020-750, gauze, petrolatum 
4: Microscopes 
5: 5-845-160: Guide, mole, teeth, dentists’ supply 
5606-400: Teeth, porcelain, anterior, 6-inch set 
5-606-500: Teeth, porcelain, posterior, 8-inch set 
5-110-010: Cabinet, compartmented, porcelain teeth 
5348-150: Guide, shade, teeth, Nue Hue 

Class 6: X-Ray film, all types exclusive of dental type 

Class 9: Field chests, meta 

In the light of these significant facts, it was the decision of the 
Chief of Agency not to have the small-business specialist screen all 
proposed procurements, but rather concentrate on the service features 
of the position. 

I can unequivocally report to you that all contracting officers on 
duty at the Agency have a strong awareness of the impertance of con- 
tinuously giving every possible consideration to small business. | 
would like to further add that the reception given the small-business 
specialist by the personnel of the Purchases Division has been and is 
most friendly and cooperative. 

I would like to digress there, sir, to the effect that you will note 
on the organizational chart—and I assure you that is not for effect 
here—that I actually am a part of the Chief of the Agency’s office. 

(The chart referred to appears at p. 179.) ; 

At the risk of being a bit facetious, I would like to add this, which 

I dare say you can appreciate. 

Being a member of the military, one does not normally walk into 
the Chief’s office and say this, that, and the other thing. Provided. 
however, it is done in proper language, I enjoy a very nice relationship 
there, wherein I can go in and make declarations of how I feel about 
situations, and I am always heard and given full and complete con- 
sideration, and quite often have my way on behalf of a particular 
small-business firm. : F 
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The greater preponderance of medical items are definitely of a con- 
mercial end-item nature which does limit the possibilities of accom- 
plishing any positive results in the field of subcontracting. The more 
significant result is that this situation does permit strong possibilities 
for many small businesses to participate. In preparing these remarks 
for you, I personally reviewed every DD Form 305, Individual Pro- 
curement Action Report which reports each procurement action over 
$10,000 in value. This research covered the period from April 1951 to 
March 1952, and is presented to you in chart form. 

(Chart referred to appears at p. 181.) 


Summary of ASMPA procurement action reports reflecting actions and dollar 
value to small business 


,ercent 
Month Percet 
actions 


October 
November 
December 
January 1952 
February 
March 


From this it can be seen that small business is more than well rep 
resented among the successful bidders and contractors. An interest 
ing paradox which I repeatedly point out to small-business repre- 
sentatives is that they will quite often find their toughest competition 
coming from a business smaller than theirs. 

Senator SparkKMAN. Before you get away from that, refer to the 
March figure. 

Major Terry. Yes, sir. 

Senator SparkMAN. Even though you gave approximately the sai 
percentage of contracts, the dollar volume dropped almost in half. 
Why was that? 

Major Terry. If I may refer you, sir, to page 12 of this statement, 
which is the conclusion—— 

Senator SparKMAN. If you give it later, that is all right. 

Major Terry. Very briefly, Senator, the fact is that we had boug!it 
many items which could not be made by small business in that mont! 

Senator SPARKMAN. That was unusual? 

Major Terry. Yes, sir. By extracting them the percentage comes up 
to 64.4. 

Senator SpaAaRKMAN. That’s all right, go right ahead. We will re- 
ceive the details on page 12, when you get to it. 


BID LIST 


Major Trrry. At the time I was appointed small-business spe 
clalist, I investigated the existing procedures relative to a manu 
facturer obtaining placement on the bid list. The agency had main- 
tained what impressed me as an intelligent and efficient method of 
conducting such matters, namely, to provide the prospective con- 
tractor with a copy or copies of sections of the Armed Services Cata- 
log of Medical Matériel, appropriate and pertinent to his type of 
manufacture, requesting that he determine those items which lhe 
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believed he was best qualified to produce following which an inspec 
tion of the facility would be accomplished by the Naval Inspection 
Services. Such inspection would cover the physical plant, equipment, 
technical skilled personnel, control procedures and housekeeping so 
that a determination could be made as to the qualifications for sup- 
plying the items designated. 

Upon receipt of this information, together with such other in- 
formation as is obtained from the usual financial reporting services, 
e. g., Dun & Bradstreet, a financial determination would be made and 
the firm would be placed on the list to routine receive invitations by 
mail at all times when a purchase was being initiated by the agency. 
In conjunction with this operation thorough files had been established, 
and it was my decision to use that entire operation rather than initiate 
anything which would be by way of a duplication of effort. I have 
maintained, however, at all time files on specific cases referred to me. 
The bid list is maintained on an item basis and a manufacturer re- 
ceives invitations only for those items for which he has been «p- 
proved. 

1 would like to inject this comment, sir, that a particular manufac- 
turer is not restricted to bidding on only one item. In other words, 
his name may appear on the item card appropriate for any number of 
the items which we buy. 

Routinely upon receipt of a request for placement on the bid list, 
I acknowledge receipt of same and refer it to the Bid List Section. In 
those instances wherein experience has indicated to me additional at- 
tention is required, I discuss potentialities and possibilities of the firm 
in question with the members of the agency’s engineering staff ani 
forward specifications of those items which have been jointly de 
termined to be most advantageous to the production of the requesting 
company. At all times, every effort is made to utilize the highly 
qualified and technical personnel within the agency for purposes of 
consultation. 

Apropos of the problem of increasing the number of small manu- 
facturers who are desirious of receiving invitations to bid, the follow 
ing constitutes as impartial and objective a sampling as possible taken 
from the Daily Record of Competitive Bids beginning January 1, 152, 
through April 24, 1952. 

That you will see on page 5 wherein we have sent as high as 1% 
invitations for the bedside table which can be accomplished by 
number of firms. The response is only 44. I am not putting my head 
in the sand in that respect. That is up to them. . 

I feel and am confident that the information is complete in the 
vitation, and naturally it is their decision to decide whether they wis! 
to bid or not. 
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A sampling of the daily record of competitive bids 


Invitations Invitations 
Item aga Item ———— 
Sent | Received Sent Received 


Instrument, cabinet -....._-.--- 162 | Drugs ee ara a 128 
Bassinet coud 115 2 X-ray items. -. tindcae 40 
Drugs ‘ 110 | 5 Pitcher ntti a 4 ‘ aii 49 
Stand and cabinet combination 102 | Adjustable crutch. _- ; tan 59 
H spits al equipment. ........... 60 | ‘ Bucket, CRM il agent 67 
Surgeon’s stool... .--- 3 : R3 | Hand brush 2 42 
a ongles A 24 | 5 || Utility truck 119 
I strument table. boas 63 ‘ Instrument cabinet 102 
ol kit chest - - - be 63 Folding litter 122 
ibles é < 28 ¢ Gauze 20 
Nurse’ s desk. - z . 90 Drugs 
Hot water and ice b: Ag i | 34 Glove rack 158 
Bow! stand ) aes 107 : Instrument cabinet 
Surgical items 3 100 23 Bedside table 
boratory items dni er 113 Dental items 


— on 
— We wh 


62 ty be 


Se Zio has 


to 


The foregoing indicates the more than willingness on our part to 
fulfill the spirit “and intent of the small-business program despite the 
costs in time, materials, and labor in processing such large quantities. 
Each invitation contains many pages and is issued in sets of three c opies 
of the invitation per set. 


CMP, PRIORITIES AND ALLOCATIONS 


Another important phase of rendering assistance to small business 
is outlined in the original directive est: ablishing the program is that 
relative to the problems of issuance of certificates of necessity, defense 
order priorities and allocation ratings, et cetera. 

At the agency such problems are the direct responsibility of a sepa- 
rate section established for this express purpose, namely, the Contrac- 

r Assistance Branch. 

"T have obtained from the branch the following statistics showing 
issistance rendered for the period January 1, 1952, to March 31, 1952: 
riority assistance, production equipment ; 22 
Certificate of necessity............_- = on ory 1: 

l'riority assistance, directives_ ; 5 retniciate 

Requests to advance delivery, production equipment 

\ssistance to contractors, construction material_ 

Draft deferment earnest 

Reserve deferment- rakmnadae Sasa 

\ppeals to NPA, spec siti ations__- nico tidale 

\ppeals to WSB, wages = ‘ss 

Sponsorship, supplementary ¢ ‘MP applications 

llousing priority_—-- ee iis Selbaedoon na acini ‘ ’ 

lhe cooperation between thie section ar the small- isinents special- 
st has been excellent. I cite here only two of the numerous instances 
vherein joint effort has been successful. 

In the course of daily receipt of communications, requests, et cetera, 
the small-business section received a letter from Credda, Inc., New 

York City, in which they outlined types and quantities of materials 
hich they were desirous of providing in connection with defense con- 
tracts, Since it was apparent that this company more accurately 

«longed in the classification of a supplier to one of our producers 
rather than a prime producer for us, the communication was referred 
to the Contractor Assistance Branch. 
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I was pleased to receive a memo shortly thereafter to the effect that 
the Bracke-Seib X-Ray Co., Inc., was being supplied with 43,000 feet 
of cable by Credda, Inc., this material being essential to the successfi| 
accomplishment of the Bracke-Seib Co.’s contract with this agency 
and enabling them to maintain their contract delivery schedule. It 
is interesting note that the Bracke-Seib Co. is one of the two successfi! 
small-business award recipients in connection with the 100-milliam.- 
pere X-ray unit, which I treat with later in the text. | 

Another instance of cooperation with Contractor Assistance Branch 
is that of the receipt of a folder from the General Materials Co., 
Brooklyn, N. Y., outlining their wide variety and large stock of alu 
minum extrusions available for immediate delivery. Again it was 
most satisfying to learn that at that very time Don Baxter, Inc., Glen- 
dale, Calif., having had their directive refused by aluminum producers, 
had been successfully referred to the General Materials Co. The out- 
come was that the required extrusions were available and were sup- 
plied from stock immediately and direct to Don Baxter, Inc., in Cali: 
fornia. This company incidentally is one of the several manufac 
turers of items for us in connection with the highly important blood 
program. 

The following are interesting examples of problems handled direct]y 
by this branch for individual small businesses : 

In the summer of 1951 the Pelton & Crane Co., of Detroit, Mich., 
suppliers to this agency of a variety of sterilizers and employing 125 
people, petitioned the Wage Stabilization Board to permit the increase 
in wage rates of approximately 100 employees. 

The request was brought about by a condition wherein the imposi- 
tion of the price ceiling worked to their disadvantage because most 
of the labor in that particular market was affected by the escalato: 
clause. 

In 1950 Pelton & Crane had a 70 percent labor turnover and in 1951 
the condition became even worse. Pelton & Crane sought permission 
to raise wages approximately 10 percent. A study was made of the 
case by this agency taking into consideration applicant’s importance 
to our requirements for sterilizers and their past performance as a 
reliable supplier. 

A study of all the facts of the case, in light of the criteria rated down 
by the Department of Defense in such cases, led this agency on August 
16, 1951, to request favorable consideration be given this application. 
Subsequent conversation with Pelton & Crane executives reveal that 
the requested relief was granted by the Wage Stabilization Board. 

Grass Instrument Co., Quincy, Mass.: This company has 32 em 
ployees and is engaged in the production of electroencephalograplis 
and related supplies and equipment. 

A foreman of this company, who is responsible for the supervision 
of all wiring and various assembly steps in the production of electro 
encephalographs, had been classified 1—A by his local draft board. 

This Agency, on December 7, 1951, received a letter from Grass 
Instrument Co, asking for assistance in obtaining a deferment for their 
employee. 

After due investigation of all facts pertinent to the above request, 
this Agency on December 18, 1951, forwarded a letter to registrant’: 
local draft board, supporting the deferment request of Grass Instru- 
ment Co. 
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This Agency was notified January 17, 1952, by Grass Instrument 
Co. that their employee had been reclassified as 2-A for a period of 
6 yy 

Fougera & Co., Inc., New York, N. Y.: This company has ap- 

proximately 100 employees and is engaged in the production of phar- 

iaceuticals. E. Fougera is the sole supplier of iodized oil for the 
Avena Services Medical Procurement Agency. 

A chemist of this company had been cl: ssified 1—A by his local draft 
board. This employee was responsible for the control assays of all 
pharmaceuticals produced by KE. Fougera & Co. and also e ngaged in 
research relating to the formulation of new pharmaceutical products. 

This Agency on January 2, 1952, received a letter from E. Fougera 
& Co, asking for assistance in obtaining a deferment for their em- 
ployee. 

After due investigation of all facts pertinent to the above request, 
this agency on January 9, 1952, forwarded a letter to registrant’s local 
draft board, supporting the deferment request of E. Fougera & Co., 
Ine. 

This Agency was notified by E. Fougera & Co., Inc., that their 
employee had been reclassified as 2-A for a period of 6 months. 


TIE LOW BIDS 


This type of bidding is not uncommon at the Agency, and needless 
to say the existing applicable regulations with respect to these situa- 
tions are strictly followed. 

This past March, in connection with the purchase of 5,472 dental 
handpieces (that part of a dentist’s equipment into which he placed 
the dental bur for drilling), the Agency received tie low bids from 
Chayes Dental Instrument Corp., New York City, and the S. S. 
White Co., Philadelphia, Pa. 

Chayes Dental Instrument Corp. employs 135 people, whereas S. S. 
White employs 2,400 people. Chayes Dental Instrument Corp., 
therefore, being a small business, was awarded the contract. How- 
ever, in this instance it could only be awarded that part of the contract 
consistent and compatible with its financial and production capabili- 
ties. Specifically, this company received an award for 3,024 dental 
handpieces, a value of $68,796. 


BROADENING THE INDUSTRIAL BASE AS RELATED TO SMALL BUSINESS 


In recognition of the importance of integrating current procure- 
ment and the production-allocation program, the latter began an im- 
portant feature of industrial-mobilization planning, the Agency has 
been for some time developing a plan to effect the most efficient and 
economical manner of obtaining the portable field 100-milliampere 
X-ray unit. The principal reasons for this are as follows: 

{a Multiple combination of single components into composite 

its to meet complicated diagnostic requirements. 

"(B) Maximum interchangeability of components and parts. 

c) Maximum ease of maintenance. 

Rigid and detailed specifications to insure identical fabrica- 
tion of all parts by different manufacturers. 





186 SMALL BUSINESS AND MILITARY PROCUREMENT 


Heretofore, this apparatus had been made as a single unit and 
manufactured solely by the General Electric X-Ray Co. In an ef 
fort to broaden the base and afford qualified X-ray manufacturers 
classified as “small business” a definite opportunity to participate, 
the foregoing program was adopted. A direct outgrowth of this a 
tion is as follows: 

Contracts were awarded in March 1952 to five eens and, of 
these. two are small business. The total value of the contracts is 
$9.864,589.27, and of this the small-business firms received a con 
bined total of $1,332,388.27 for four items. The three large businesses 
were awarded three items for $1,532,205. Specifically, the small bus: 
nesses receiving awards are: 

Professional Equipment, Maywood, IIL. : 


ee a eee Sataieaxtd a ana a ee $278, 094. 32 

27 737, 503. 80 

a le gables eaein kee 190, 678. 15 
Bracke-Seib X-Ray Co., Inc., New York, N. Y.: 

563 cable assembly radiographic cone sets__.----..-.--.----- 126, 112. 


INDUSTRY ASSISTANCE CLINICS 


During the initial and planning stages for the proposed industry- 
assistance clinics throughout the country, all technical services of 
the Army were requested to submit a report showing applicability, if 
any, between their supply items and those product classes which had 
been so critically cut back on their allocations of copper and alum- 
inum. I refer you to the attached analysis which was submitted to 
this agency. That is enclosure 1, sir. (For analysis, see p. 189.) 


It became apparent that there were certain areas within our classi- 
fication of items which could possibly be related to certain types and 
kinds of manufacturing. Specifically, class 7, “Hospital equipment 
and supplies,” one-third of which is composed of items which a great 
many sheet-metal and fabricated-metal manufacturers could produce. 

We were encouraged by this, but held one strong reservation in that 
a great number of these items are fabricated of stainless steel, whic) 
is an extremely difficult material to work with, particularly for one 
who has never worked with it before. 

Following a study of the cities and areas in which the proposed 
clinics were to be conducted, it was the decision of the Chief of 
Agency that we would participate in clinics in the following cities: 

New Haven, Conn.; Chicago, Ill.; New York City; and Dallas, 
Tex. For purposes of convenience, the results are furnished in tabi 
lar form: 

New Haven Clinic: 
Firms interviewed____..______ wh GS ia cacao inlet cael ais ai 
Firms placed on the bid list 
New York Clinic: 
Number of firms interviewed of 


Number of Agency prime contractors having present representation for 
consultation purposes 
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Dallas Clinic: The following statement is quoted direct from the 
report submitted by the officer who represented this agency at this 
clinic. 

The majority of the industries present requiring assistance were those engaged 
in the production of aluminum blind and metal art-craft objects. I talked to 
come of them, discussed our method of procurement and the variety of medical 
items that we buy and then let them decide for themselves that they were unable 
to produce our type of items. 

Having established contact with the field service in Dallas of the 
United States Department of Commerce, information and appropria- 
tion sections of the catalog relative to the possibility of placement on 
the bid list have been sent to six companies in Dallas, two companies in 
Shreveport, La., one company in Tulsa, Okla., three companies in 
New Orleans, three companies in San Antonio, Tex., two companies in 
Jacksonville, Ark. 


SPECIAL PROJECTS 


Late in the summer of 1951, Mr. Arthur Farr, small-business spe- 
cialist of the New York Quartermaster Procurement Agency, with 
the approval of the commanding general of that Agency, Major 
General Peckham, conducted a round-table meeting of all small- 
business specialists, both military and allied and interested Federal 
and State agencies. 

The meeting was highly successful, and thereafter the military- 
procurement activities in and around the New York area have taken 
turns as host agency. The tenor of the programs and the caliber 
of the speakers has been the very best. The Armed Services Medical 
Procurement Agency acted as host for the fifth meeting on March 20, 
at Which 34 individuals were present representing some 21 military 
and Federal agencies. A copy of the program is furnished for your 
information. 

In an effort to offer the best program possible for this meeting, 
[ invited Commander J. M. Robertson, Deputy Director, Office of 
Small Business, Munitions Board, to be our featured speaker. Fol- 
lowing the meeting, I expressed my views to him relative to the value 
of official recognition of this group by the New York Armed Forces 
Regional Council. He strongly concurred with my views and sug- 
gested that I make this proposal at the next council meeting. 

Since at the outset of the small-business program the Chief of 
Agency had suggested that, in the light of the emphasis on small 
business, I should in the future represent the Agency at the council 
meetings, I was in an excellent position to propose official recognition 
of our group by the council at its April 2 meeting. The council so 
moved and adopted this measure. 

Again, sir, 1 would like to inject the comment that this was the 
voluntary operation on the part of a group of military small-business 
specialists who of their own volition saw fit to meet for the benefit 
of mutually furthering and benefiting each other on problems as 
related to day-to-day activities. [Reading:] 
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Rounp-TABLE MEETING, SMALL-BUSINESS SPECIALISTS, MArcH 20, 1952 


Host: Armed Services Medical Procurement Agency 
Chairman: Maj. Brewster Terry, Medical Service Corps, small-business spe 
cialist 
Agenda: 
Introductory remarks: Col. Theodore M. Carow, Medical Corps, Chief of 
Agency 
Medical procurement and small business: Lt. Comdr, S. R. Foley, United 
States Navy, Medical Service Corps, Chief, Purchase Division 
Contractor assistance: Maj. E. T. Kretschmer, United States Air For 
(Medical Service Corps), Chief, Contractor Assistance Branch 
Recent developments in the small-business program: Commander J. 
Robertson, Office of Small Business, Munitions Board 
General discussion 


CONCLUSION 


Small business, as currently defined, constitutes an appreciable 
portion of all the manufacturing firms in the medical supplies and 
equipment industry. Therefore, a considerable number of the firms 
receiving awards in connection with the procurement of items of 
supply for the medical services of the Armed Forces would neces 
sarily be from small business, without the operation of any special 
program in its behalf. 

Nevertheless, the Agency, from the outset of the establishment of 
the Department of Defense small-business program, has made a con- 
certed effort to insure that small business receive its proper share of 
Government business within the framework of the existing procure- 
ment regulations and related implementing directives. 

This is substantially borne out by an independent study of th 


Agency currently being ome for the Munitions Board, which 


by employi ing the Census Bureau figures of 1947 as a yardstick, shows 
that in “value added” (dollars spent for materials versus dollars in 
sales as reported by the medical industry) small business at that time 
received 44.8 percent of the industry’s business. 

The percentage of dollar volume awarded to small business by this 
Agenc y in March 1952, as indicated on the chart heretofore submitted, 
is 35.3 percent, which represents a dollar value of $9,773,861 as against 
a total dollar value of all procurements of $27,675,874. A careful 
scrutiny of these procurement actions reveals that $13,173,620 of the 
total awards were for proprietary items and items not susceptible of 
accomplishment by small business. The resultant adjusted figure of 
$14,502,254 ($27,675,874 less $13,173,620), when compared with the 
dollar value of $9,773,861 = small business, shows a substantial up- 
ward revision ; namely, 67.4 percent. 

It is the belief of this Agency that its procurement record indicates 
that small business has received consideration and assistance in obtain- 
ing Government business to a degree commensurate with that contem- 
pl ge by the Department of Defense small- business program. 

I shall not read, unless you request me to, sir, a series of case his- 
tories which I furnished at the end of my report as to specific instances 
of firms that have received awards from us. 

The Cuarrman. That is all right. They will be printed in the ree- 
ord, and we are very glad that you added those cases. 
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(Documents submitted by Major Terry follow :) 


{nalysis of certain industries employing critical materials as related to Medical 
Department items 


Product class Armed services medical material class 


Sheet-metal products : La nee : 
Met x a Pee poet iain ! lass 7 (755 items). Hospital equipment and supplies 
Fabricated metal products, n 
e@. « |16 of this class are items such as: Metal office furniture; 
Stamped or pressed metalend |} professional furniture, bowls, basins, cases, cabinets, 
products carts, pails and trays, ete 
Furniture and fixtures, n.e.¢ 
Incandescent portable lamps Class 7. 5 different types of lamps for use on hospital 
beds 
Sporting and athletic goods Class 13. Physical reconditioning equipment and sup- 
plies (93 items Items are standard athletic equip- 
ment representative of all major sports from archery 
and basketball to table tennis and volley ball 
Baby carriages, walkers, | Class 7. Dressing carriages (mounted on baby car- 
trollers, tenders, etc riage type wheel), chart holder carrier, linen convey- 
ors (mounted on casters), Wheeled stretchers, utility 
truck 
Canvas products ‘lass 9. Field equipment and supplies, special kits 
and assemblies (475 items This class consists prin- 
cipally of specially designed containers, covers and 
cases made of canvas into which is placed special 
equipment 
Cutlery, scissors, shears, trim- ‘lass 3. Surgical and diagnostic equipment and sup- 
mers and snips. plies (1,645 items). This class Consists to a consider- 
able extent of surgical instruments such as knives, 
scissors, forceps (ring, spring and bone types) and 
retractors 


CASE HISTORIES 
ACE UTILITIES, BROOKLYN, N. Y. 


Remarks.—This company employs 108 employees and had not had much busi- 
ness. Company was placed on bid list in February 1952. 

Results.—Contract was awarded for 14,000 cabinet-type metal bedside tables 
with a dollar value of $266,578.55. 

Subcontracting activity.—The above company has subcontracted for the manu 
facture of 56,000 table legs totaling $8,680 to the D. P. Metal Products Co., 
Brooklyn, N. Y. 


ALLADIN TOY CO., BROOKLYN, N. Y. 


Remarks.—Company is a sole ownership, employing five persons, and manu- 
A survey was executed, and it was determined the company had the facilities 
factures mechanical toy motors, metal stampings, and toy parts for the trade. 
and Know-how to produce our items. It was accordingly placed on the bid list 
for six items ranging from a boiling-type metal sterilizer to a spring-type arm 
or leg exerciser. 

Results.—Company was awarded a contract for 10,944 three-way stopeocks for 
hypodermic needle and syringe attachment. Dollar value of award was $13,132 


THE SAUGATUCK INSTRUMENT CO,, INC., WESTPORT, CONN. 

Remarks.—Company employs 10 employees, supplying approximately 50 sur- 
gical and dental dealers. Facility was surveyed and placed on bidders’ list 
January 1952 for some 14 surgical instruments. 

Results —In March 1952 company was awarded a contract for 12,000 hemostatic 

reeps for a dollar value of $21,600. 

Subcontracting activity —The Castle Silver Corp., Patchogue, Long Island, 
\. ¥., which normally manufactures luxury-type silver-plate items, had been 
interviewed during the course of the New York Industry Assistance Clinic. This 
company was referred to the Saugatuck Instrument Co., Ine., for purposes of 

taining subcontracting in polishing. This was accomplished. 


99841—52—No. 5——-18 
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ASTRA PHARMACEUTICAL PRODUCTS, WORCESTER, MASS. 


Remarks.—Company employs 18 people. The company had submitted acc: 
ance as a standard item of medical supply, samples of one of its products, a «i 
tal anesthesia. The item had been accepted and the facility was then surveyed 
and placed on the bid list in December 1951. 

Results —Company received an award for 194,680 units of lidocaine hyd 
chloride for a dollar value of $648,018. 


APEREX ELECTRONIC CORP., BROOKLYN, N. Y. 


Remarks.—Firm employs 193 persons, manufacturing X-ray tubes. Had dith 
culty competing with larger manufacturers. Had been supplying Signal Co 
principally but was interested in maintaining its X-ray tube output. 

Results —January 1952 company was awarded a contract for 42 X-ray cal 
assemblies and 24-tube inserts for a total dollar value of $10,767. 


WILSON MANUFACTURING CO., COLUMBUS, GA. 


Remarks.—Established manufacturers of hospital equipment employing 2 
persons other than three individuals occupied in managerial duties. Firm had 
been experiencing great difficulty in obtaining materials. In the fall 1950, th 
Industrial Mobilization Planning Division received a routine circular from 
company and was so impressed with the contents of the folder that it was s 
gested that the firm be placed on the bidders list. A survey was executed 
placement on the list was accomplished. 

Results.—January 1952 company was awarded a contract for 290 sponge racks 
for a total value of $23,250. In addition a tentative schedule of production his 
been established with this company relative to production allocation planning 
for mobilization. 


CHASE CHEMICAL CO., NEWARK, N. J. 


Remarks.—A small manufacturer of vitamins, pharmaceuticals, and antibiotics 
Company employs 44 persons, most self-sufficient, and possesses the all-import: 
know-how. Company had difficulty in obtaining funds to finance itself in suppl) 
ing contracts awarded by the agency, and is currently applying for a guaranteed 
loan. Despite this, the company has maintained a high degree of sound 
production. 

Results —Company is consistent in its competitive prices both in formal ad\ 
tisements and negotiations, and has at the present approximately $850,000 
contracts. 


JAMIESON PHARMACEUTICAL CO., DETROIT, MICH, 


Remarks.—This company is one of the oldest pharmaceutical firms in 
country and unfortunately was allowed to deteriorate to an extreme degre 
Indicative of this is the fact that it now employs 153 persons, whereas it was o1 
capable of employing in the neighborhood of 1,100 persons. Coupled with 
dire urgency, is the fact that the company is located in a city which has 
largest labor surplus in the entire Nation. Nonetheless, the firm's reputa' 
and integrity has not declined. 

Results.—You will recall in my introductory comments that I referred to 
fact that the agency is responsible for procurement of medical supplies 
FCDA. In connection with this, only last Friday, the agency received appr 
from the Surgeon General to award a contract to this company for 120,000,(4» 
sulfadiazine tablets at a value of $1,075,200. 


MEDICAL FABRICS CO., INC., PATERSON, N. J. 


Remarks.—The Small Business Section has a long and difficult histor) 
relations with this company. Their reputation, know-how, maintenance of 
livery schedules, and general behavior is excellent. Principally the firm 
for the past 2 years been in the process of reorganization and literally has | 
lifting itself by its boot straps. 

Results.—Every effort was made and carried out to effect prompt payment 
this company upon their successful delivery of any particular portion of 
contract then current. Every contact, both personal and official was dr 
upon in an effort to refer the company officials to the best possible informed 
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interested sources of financial help. The company by dint of keen and competi- 
tive bidding has kept itself going with at least moderate- size contracts, and in 
April of this year, the company was aws irded 280,000 units of cotton elastic band- 
ave, Each unit being 12 such bandages 3 inches wide by 5% yards in le ngth repre- 
senting a total of 18,480,000 yards. The dollar value of this award is $999,600 
om this order will completely fill the company’s capacity for an entire year. 
| April 22 in preparation for my remarks to you, I talked to Mr. Olsen, one of 
the executives of the company and he informed me that prior to this award, the 
npany Was employing only 30 people. Having been informed of the award, they 
a already hired 20 additional employees and contemplate reaching an over-all 

il of 125 people. 


SAMPLE OF SUBCONTRACTING INFORMATION 
APRIL 8, 1952. 
OR INDUSTRIES, 
977 Pacific Street, 
Brooklyn 16, N. ¥. 
(Attention: Mr. Sidney Kaplan.) 


Dear Mr. KAPLAN: In accordance with a recent visit by your brother to this 
tion, the following prime manufacturers of surgical instruments are furnished 
for your information: 
Zimmer Mi inufacturing Co., Warsaw, Ind. 
Welsh Allyn, Ine., 3 North Green Street, Auburn, N. Y. 
Edward Weck & Co., Inc., 185 Johnson Street, Brooklyn, N. Y. 
Surgical Instrument Corp., Bridgeport, Conn. 
United States Catheter and Instrument Corp., Warren Street, Glen Falls, N. Y. 
Story Instrument Co., St. Louis, Mo. 
|. Sklar Manufacturing Co., 38-04 Woodside Avenue, Long Island City. 
!. k. Schneider’s Corp., 30 Meadow Street, South Norwalk, Conn. 
Schnefel Bros. Corp., 682 South Seventeenth Street, Newark 7, N. J. 
Saugatuck Instrument Co., Inc., 20 Wilton Road, Westport, Conn. 
Henkel Clauss Shear Co., Fremont, Ohio. 
Langhein, Wm. & Bros., 159 Willoughby Street, Brooklyn, N. Y. 
De} uy Manufacturing Co., 407 West Market Street, Warsaw, Ind. 
Fred Haslam & Co.. Inc., Brooklyn, N. Y. 
Hackensack Speciality Manufacturing Co., 200 Atlantic Street, Hackensack, N. J. 
Grieshaber Manufacturing Co., Chicago, Ill. 
roregger Co., Inc., 55 West Forty-second Street, Roselyn Heights, Long Island, 
MN. 3 
Electro Surgical Instrument Co., 29 North Water Street, Rochester, N. Y. 
Dittmar Thermometer Co., 240-25 Bri ae k Avenue, Bellerose, N. Y. 
ichards Manufacturing Co., Memphis, Tenn. 
nal Electric Instrument Co., 92-21 Corona Avenue, Elmhurst, Long Island, 
Y 
Mueller Co., 408 South Honore Street, Chicago, Il. 
Manufacturing Co., 580-582 Union Avenue, Brooklyn, N. Y. 
xe Pilling & Son, 3451 Walnut Street, Philadelphia, Pa. 
ican Medical Instrument Co., New York City, N. Y. 
ff, David Manufacturing Corp., Brooklyn, N. Y. 
nan & Shurtleff, Inc., 104 Brookline Avenue, Boston 15, Mass. 
ent Manufacturing Co., Tremont, Ohio. 
tlery Corp. of America, Inc., Bridgeport, Conn. 
mpton Shear Co., 314-820 Camden Street, Newark 3, N. J. 
rt H. Chick Co., 821 Seventy-fifth Avenue, Rochester 11, N. Y. 
Betz Co., 51 North Tenth Street, Philadelphia, Pa 
ubia Surgical Instrument Co., Brooklyn, N. Y. 
Surgical Manufacturing Co., 1407 North Eighth Street, Philadelphia 4, Pa 
rch Cutlery Manufacturing Co., 7200 Adams Street, North Bergen, N. J. 
' Surgical Instrument Co., 11 East Thirty-sixth Street, New York, N. Y. 
Boker & Co., Inc., 101 Duane Street, New York City, N. Y. 
can Catheter Corp., 1S Merritt Street, Port Chester, N. Y. 
can Cystoscope Makers, Inc., 1241 Lafayette Avenue, Bronx, N. Y. 
can Medical Specialities Co., Inc., 12 East Twelfth Street, New York 3, N 
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If at any future time we can be of any service to you, please feel free to 
upon US. 
Sincerely yours, 
SREWSTER TERRY, 
Major, USC., Small Business Special 

Senator SparRKMAN. Just one brief question I want to ask 
Back in the early part of your statement on page 2 you give cel 
classifications representing approximately 8,000 items. You say, 

“Of these. the following are the exce ptions where small business can- 
not. suecessfully and economically participate.” 

I notice one item, the next to the last you have on that page, de 
instrument cabinets. Why cannot sm: all business make those / 

Major Terry. I am not particularly familiar with the items, 
ficiently qualified here at the moment, to speak, sir, but in talking t 
the contracting officer when this list was prepared, and to the speci 
tions pe rsonnel, I posed that question myself but it is an item wh 
has certain peculiar char: acteristics about it which is just not sus 
ceptible of accomplishment ” yy small business. 

A small-business man, in the vernacular, would go deeply in the 
hole in an effort to make ‘. 1 would be most happy, sir, to provide 
you with the more detailed information, and a much more accurat: 
answer relative to that. 

Senator SparkMAN. Looking at those items without familiarity, | 
was naturally curious on several of them, why they were peculiarly 
within the field of big business. 

Major Terry. I know, sir, in the instance of certain things such as 
teeth, those are actually proprietory items. Those are items made by 
a particular company. 

Senator SpARKMAN. I can understand that. Take for instance you 
have microscopes. Somehow or other I just conceived of work of 
that type being normally in relatively small businesses, but highly 
specialized businesses. 

Major Terry. The two major sources, sir, of microscopes to us are 
American Optical Co. and Bausch & Lomb, which naturally are larg 
businesses, 

Senator SpaRKMAN. Which isa part of their over-all manufacture, | 
can see that. 

Major Terry. I would like to qualify myself also to this extent 
We a recognize—and it is a pleasant surprise to me—that in som 
instances a small firm will fool us, nor do we deliber ‘ately try a 
W ithhold “4 ‘m or fend them off in their interest in the bidding on an) 
particular buy, but the fact remains, sir, there are just certain typ 
of items which, yes, I must honestly admit to you, a small- <a 
man could make, but he just doesn’t have sufficient capiti alization, time, 
labor, and everything else that goes with it. Under ideal circu 
stances, he could make it, just about every item there is, of course. |i 
could make. 

Senator SPARKMAN. I was not thinking so much about what they 
could make, but what they actually are engaged i inmaking. Of course. 
we do not expect new business to be set up just for that purpose 

Major Terry. That’s right. 

Senator SpARKMAN. When were you named the small-business spe- 
cialist in the Medical Procurement Agency ? | 

Major Terry. I believe in April or May of 1951, sir. 
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Senator SPARKMAN. You were already in the service / 

Major Terry. Yes, sir, I had been in mobilization. 

Senator SPARKMAN. Are you a career oflicer 4 

Major Terry. No, sir, lam Reserve. 

Senator SpaRKMAN. You have had quite a length of service, haven't 
you! 

Major Terry. No, sir; that is indicative of time overseas during 
World War Il. 

Senator SparKMAN. I know it is. That is rather lengthy. Thank 
you very much, Major. Will you just stay where you are, and will 
the others come around for just a minute so that we might have a 
little discussion. 

[ should think we ought to be able to complete within a very short 
time. Mr. Blythe, Mr. Gall, Mr. Ensign, Mr. Gerardi, just come 
round and have a seat. I am going to ask Mr. Noone to ask you 
some question that I think he has particularly in mind. 

Mr. Noone. Many of the complaints coming to the Small Business 
Committee relate to the policies of the procurement agenc ies in solicit- 
ng material by a brand name “or equal.” We are wondering to what 
extent the Army solicits bids in this fashion. I might direct the 
question to you, Mr. Blythe. 

Mr. Biyrne. In many instances the Army has a contract to give 
out a certain item. They have a blueprint from some other company. 
The Army has no right to give that, to reproduce that blueprint. 

Usually on the bottom of the blueprint it says so, but in order to 
spread the base, they might say, “The article or equal.” In that case, 
in many cases, the interested contractor m: iv even buy one of the items 
and tear it down to see, or he may be familiar with it. We think by 

ising the “or equal” we are helping to spread the thing rather than 
hindering. Now what percentage of contracts that use that term, I 
really don’t know. Do you know, Mr. Gerardi ? 

Mr. Gerarpt. No, sir, I don’t. 

Mr. Biyrue. Do you have anything to add to what I have said? 

Mr. Gerarvr. Nothing other than the fact that many of the tech- 
nical services have recently issued regulations which have more or 
less directed the purchashing activities wherever possible to use sev- 
eral brand names rather than one, and the principle of utilizing the 
“or equal” symbol, as far as we are concerned, does work definitely 
in favor of broadening the participation. 

If you will remember, some of the difficulties brought up at last 
year’s testimony was the fact that outmoded specifications were con- 
stantly being used, with the result that bids were solicited and then 
mmediately canceled. 

Well, the Army has taken the viewpoint that where an item has 
been modified or improved, either by the manufacturer or by request 
of the Army, that we will use the “or equal” unless we can get the 
specifications and drawings drawn up. 

That is the situation which I believe everyone is familiar with. We 
ire Way behind in specifications of drawings. It is just a tremendous 
task. Military items are just far ahead of our work in that field. 

Mr. Noonr. When you do advertise for an item by brand name “or 
equal,” what provision do you make to allow potential suppliers to 
examine the model or the specifications? 
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Mr. Gerarpt. In certain cases we have models and samples in our 
66 procurement information and sample display centers, but not in 
all cases. Those samples are not universally distributed throughout 
the United States. They may be only at one particular center. 

Mr. Noone. But they are available at some point for examination! 

Mr. Gerarpi. In a great majority of cases. If the item is complex 
and its purchase cost is expensive, naturally, it won’t be on display, 

Mr. Noone. That raises the problem of the man who wants to bid 
on the item but still cannot obtain a prototype of specification. Have 
you in any instance had that particular situation ¢ 

Mr. Gerarpi. That would pertain to Ordinance, I think. 

Mr. Noons. The question in my mind is why you would advertise 
where potential suppliers would not have an opportunity to examine 
the models or bluepr ints. 

Mr. Gerarpi, The great majority of those items are available com- 
mercially, that is, a potential bidder could buy one and actually take 
it to his shop and tear it apart, provided he had a reasonable expecta- 
tion of fulfilling it. 

Mr. Noonr. Are unsuccessful bidders being advised as to the iden- 
tities of contractors receiving awards ¢ 

Mr. Biyrue. Are the contractors being advised ? 

Mr. Noonr. The unsuccessful bidders. Oftentimes small firms come 
to us complaining that they bid on procurements— 

Mr. Grerarpt. May I quote the regulation. The Army procure- 
ment procedure spec ifically requires that each successful bidder or }1 
poser, if it isa negotiated award, be notitied that he has been unsuccess- 
ful, and expressing appreciation for his proposal or bid, requesting 
that he participate again. 

On request—in other words, the information is not automatically 
supplied, but on request—the purchasing activity is directed to furnish 
the name and address of the successful contractor, regardless of 
whether it was advertised or negotiated, provided it is unclassified, 
and also the contract price. Do you have anything to add? 

Mr. Ensien. I was going to say that the information also, i! 

cases over $25,000, does appear in the daily synopsis of the Dep: 
ment of Commerce, the name and address and the item and the qu: 
tity and value of all, both negotiated and advertised bids. 

Mr. Noonr. Now, in the instance where a bidder is unsuccessf 
and wants to know why he did not get the award, are you in tho 
situations explaining specifically to him why he did not receiv: 
award ¢ 

Mr. Ensten. We tell them, sir, the reason that they did not, w 
it is that they are disqualified for some legal reason. 

Mr. Noonr. But you make every effort to make available to t! 
the information on which a denial was based ¢ 

Mr. Ensten. Yes, sir, on request. 

Mr. Buyrue. There may be some secret information regarding t! 
finances or something like that. 

Senator SPARKMAN. Suppose you see something in the ma 
which he has made his offer which, if changed, might make him 
successful bidder. I don’t mean on that particular contract, } 
perhaps on a future contract, do you make suggestions to him ¢ 
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Mr. Ensten. We guide him, sir, and make suggestions to him. As 
a matter of fact, if he is low bidder and it is just some technical point, 
we try to iron it out so that he becomes successful bidder. 

Mr. Gaui. If I may add at that point, Senator and Mr. Noone, we 
also have available the running record of abstracts in the Small Busi- 
ness Section which is made available to them at all times, and even 
on letter of inquiry, we will furnish to them the price that the last 
procurement went for. 

Mr. Noonr. I have a question now relating to Manpower Policy 
No. 4, and I direct it first to Mr. Ensign. Are you utilizing Man- 
power Policy No. 4 in Ordnance, Mr. Ensign ? 

Mr. Enstan. Weare; yes,sir. Are we utilizing it? 

\Ir. Noone. Yes. To what extent have you used it ? 

Mr. Ensign. There have been two awards made in the New York 
Ordnance District directly as the result of Manpower Policy No. 4 

thin the last 2 or 3 weeks. It is being done as fast as it can be 
apleaaianed. It is comparatively new. 

There was one case that I know specifically where the contractor in 
our district was asked if he wished to meet the low bid and he did 
wish to meet it and got the award. There have been several others 
where the opportunity was given and where the potential contractor 
did not wish to meet the low bid, and therefore there was nothing 
further done about it. 

\Mir. Noonr. Has the New York Ordnance district used set-asides ¢ 

Mr. Enstan. No, sir; we haven't. We have no implementation. 

Mr. Noone. Not on that as yet? 

Mr. Ensian. Not as yet. 

Mr. Noonr. Mr. Gall what has been the effect of Manpower Policy 
i¢ 
r. Gaui. In the distressed areas concerned, not insofar as set-asides 
concerned. We have nothing but implementing instructions on 

set-asides as of today. However, I have been advised that there is 
omething in the making on that. and we will no doubt receive a 
lirective very soon. 

Mr. Noonr. Major Terry, could you comment on the same question ¢ 

Major Terry. Relative to labor surplus, I made a note here. Mon- 

vy afternoon the contracting officer for hospital supplies and equip- 

and I am quite certain it is going through—told me about a 
mpany in New York City that employs 7 ) people that was not low 
bid, but was in a labor distress area 

We went back to him as prescribed by the procedure. He was 
vreeable to meeting an outside low price, and as far as I know, he 

‘| receive an award for 270 units valued at $57,000 for a corrosive 

sistant metal instrument cabinet. 

He saw fit to meet the low price obtained from the other area. In 
nstance of my contemporaries I have no implementing directives 
pos of set-asides. 

Senator SparKMAN. Mr. Blythe, could you advise us as to that ? 

Mr. Buyrur. The set-asides is under consideration, and I don’t 
v exactly where it stands today. 

Mr. Gerarpt. Set-asides on DMP-4+ have been issued in the last 

days. In fact, I think it was about 3 days ago on set-aside 
visions, 
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Mr. Noone. That completes my questions, Mr, Chairman. 

Senator SparkKMAN. Do any of you have any suggestions to make, 
any further comments to make ¢ 

Mr. Biyrue. I would like to see the summary, like you put the 
time, because that really gives us something to work to specific ally 

I am sincere when I say that we used those items as a job to work 
on, and only in an inquiry like this do you really get down to the 
problems specifically, and I would like to recommend, if I may have 
the temerity to do so, that the same thing be done here. 

Senator SpARKMAN. Well, thank you very much. We appreciate al] 
of you being here and giving us these views and this information. 

The committee will stand adjourned. 

(Whereupon, at 12:10 p. m., the committee adjourned.) 
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PROCUREMENT 


MONDAY, MAY 5, 1952 


UNrrep STraTes SENATE, 
SUBCOMMITTEE ON MOBILIZATION AND PROCUREMENT 
OF THE SELECT COMMITTEE ON SMALL BUSINESS, 
Washington, CRG. 

The subcommittee met, purstfant to call, at 9:45 a. m., in room 457, 
Senate Office Building, Senator Blair Moody presiding. 

Present: Senator Blair Moody (chairman of the subcommittee), 
presiding. 

Also present: Charles M. Noone, committee counsel. 

Senator Moopy. The committee will come to order. 

Commander Fox? 

Commander, do you swear that the testimony you are about to give 
the committee will be the truth, the whole truth, and nothing but the 
truth, so help you God ¢ 

Commander Fox. I do. 


TESTIMONY OF COMMANDER ARTHUR T. L. FOX, HEAD, SMALL- 
BUSINESS INDUSTRY COOPERATION BRANCH, PROCUREMENT 
DIVISION, OFFICE OF NAVAL MATERIAL, NAVY DEPARTMENT 


Senator Moopy. Will you state your name and address, please, 
Commander ¢ 

Commander Fox. Tam Arthur T. L. Fox, head of the Small Busi- 
ness Industry Cooperation Branch, Procurement Division, Office of 
Naval Material. 

Senator Moopy. Do you have a statement ¢ 

Commander Fox. I have a statement and with your permission I 
would like to proceed with it. 

Senator Mcopy. You may make your statement. 

Commander Fox. Thank you, sir. 

Mr. Chairman and members of the committee, it is most grat- 
ifving to me, as one whose efforts are devoted exclusively to 
the participation of small business in Navy procurement, to re- 
ceive an opportunity to appear before this committee. It is my 
purpose to tell you what we are doing in the Navy Department to im- 
plese the intent of Congress that “a fair proportion of the total 

chases and contracts for sup plies and services for the Government 

h: i be placed with small business.” 

With the recollection still vivid of small business striving for a 
place in the World War IT procurement program, of the creation of a 
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Smaller War Plants Corporation and the tireless efforts of the sm 
business committees of one, the initial steps with respect to 
small-business program in the N I vavy Department were taken ev, 
before the pressures of the Korean incident began to be felt. Nume: 
ous publications calculated to assist small business were made ava 
able. Procurement information was supplied for publication by | 
Department of Commerce. Information offices were established a: 
small business liaison officers were established in each Navy purchas' 
activity. 

In late 1950, following the declaration of a state of emergency, 
there were sharp reductions in the amount of materials available {« 
small business. Policies relative to small-business participation 
military procurement were reexamined one restated by the Depart 
ment of Defense on April 5, 1951. The Navy Department impleme 
tation of this directive followed on April 7, 1951. The Departme 
of Defense directive stated the policy in eight paragraphs. I shal! 
reference my remarks to those points in the policy which are current 
pertinent and to other matters in which I believe you will be intereste. 

We, in the Navy Department, consider “the appointment of sma 
business specialists in procurement offices,” to be the most important 
segment of the policy. I shall discuss it first. 

In the December 1, 1951, report of the Chief of Naval Mater: il t 
the Chairman of the Munitions Board, it was stated that 57 sma 
business specialists had been appointed. The number has now bee: 
increased to 93 by the addition of 8 new small-business specialists a1 
29 inspectors of naval material-industry cooperation officers. : 
question has frequently been asked, how many small-business speci: 
ists are devoting their time exclusively to these duties. oe 
speaking, each office that can justify a full-time specialist has at 
one operating on this basis. Specifically, the specialists in maj 
procuring activities, such as the Bureau of Supplies and Account 
and Marine Corps are full time. The Bureau of Aeronautics, O: 
nance, and Ships, however, have found it necessary to employ ty 
full-time specialists. In addition, specialists located in 10 of 1 
Bureau of Supplies and Accounts major field purchasing activit 
have increased their operations from part time to full time. Th 
18 of the Navy’s full-time small-business specialists are in pur 
ing activities where the transactions represent over 90 percent o1 
Navy Department’s procurement dollars. 

Due to the organizational status of the bureaus, implementat 
was left largely on an individual bureau basis. This circumstance: 
still controlling, but we are now convinced that the over-all effect: 
ness of the implementation can be increased through the utilizat 
of a uniform set of procedures by all procuring activities, modifi 
only as required by the individu: al organizational characteristics ¢ 
each activity. Such a set of uniform procedures has been develo} 
under the title of “A Small Business-Industry Cooperation Instr 
tion.” I have on hand a number of copies of the instruction as it \ 
published by the Bureau of Supplies and Accounts which you ai 
welcome to retain for your files. 

You will note that the words “industry cooperation” have be: 
wedded to the words “small business.” This has been done in orde! 
to differentiate between the functions to be performed in purchasing 


offices and those to be performed by other activities in the field. The 
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: inctions were not distinguished when originally enumerated in the 

\pril 5 directive of the Department of Defense. The functions of the 
small-business specialist requiring performance in the field in other 
than purchasing activities are now handled by the inspector of naval 
material (industry cooperation officer). This arrangement permits 
ihe performance of additional functions of a purely industry coopera- 
tion nature. I shall leave the detailed discussion of these functions, 
however, to C nae Fuller. 

The instruction—and I would appreciate it, Senator, if you would 
turn to it—deals with policies, responsibilities, procedures, reports, 
definitions and aids. Fundamentally, it is a supplement and is not 
utended to supersede or nullify the policy directives that are now in 
force. The section on policies on page 1 recites briefly the more salient 
points of the policy but does not attempt to enumerate every policy 
which affects small business. You will note on page 3 that particular 
attention was given to spelling out the responsibilities of those to 
whom the specialist reports. This was done because we believe that 
a clear understanding of the key relationships is of vital importance 
io the maintenance of the small-business specialists’ effectiveness and 
— iency. The key relationships involve the Chief of Naval Mate- 

al, heads of procuring activities (and by that I mean the chiefs of 
the procuring bureaus) officers in charge of major field purchasing 
activities, contracting officers and inspectors of naval material. The 
responsibilities of the inspector of naval material industry-coopera- 
tion officer are set forth on page 5. Commander Fuller will go into 
that more extensively when he makes his statement. Thus, insofar 
is applicable, this instruction will be used by all field personnel. So 
much for responsibilities. 

I would now like to invite your attention to the discussions on 
“tagged procurement” and “tailored procurement” set forth on pages 
cand & A “tagged procurement,” as we use the term, refers to the 
procurement of an item which has been determined to be suitable for 
performance by small business. No doubt you are curious about the 
nature of the items we classify as nonsuitable for performance by 

ull business. I have included, therefore, as an attachment to this 
tutement an illustrative list of items that have been so classified. 

List referred to follows :) 


USTRATIVE LIST OF ITEMS NONSUITABLE FOR PERFORMANCE BY SMALL BUSINESS 


A 


\irframes 

\ircraft engines 

Pr pellers 

Aircraft electronics 
\viation gasoline 

X-ray film 

lire-control systems 
\rmor, 38 inches and up 
rtridge cases (3 inches, 50 and above) 
ximity fuses 

iided missiles 


ne firing mechanisms 
rpedoes 

Varheads 
dar equipment 
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Ships—combatant larger than destroyers and submarines 
‘Turbines 

Electric motors, 500 horsepower 
Electric generators, 200 kilowatts 
Large refrigeration 

Boilers, superheated 

Engines, Diesel above 300 horsepower 
Sonar mechanisms 
Transmitters, large shore and ship 
Rangekeepers 

Range finders 

Catapults 

Auto-pilot systems 

Nuclear reactor systems 

Senator Moopy. Well, it is quite obvious that small business cannot 
build an airplane, that has to be done by the aircraft industry. 

Commander Fox. Yes. Every procurement action goes across the 
desk of the small-business specialist and the suitability of the item 
determined. This is, of course, one of the operating procedures of 
the specialist and will be developed in more detail by Mr. Richmond 
Watson. 

“Tailored procurement” relates to a procedure for “set-asides.” 
set-aside is the earmarking and holding back of a portion of the total 
amount of an item to be procured, for later procurement specifically 
from small business or firms from distressed labor areas. The first 
portion is advertised and the portion held back is subsequently nego- 
tiated with small business using the advertised price as the base price 
for the negotiation. An excellent example of this procedure was the 
recent purchase of shoes made by the Navy Purchasing Office, New 
York. The office had on hand a requisition for 500,000 pairs of shoes. 
The small-business specialist, working with the contracting officer, 
arranged for a “hold-back” or “set-aside” of 100,000 pairs for negotia- 
tion exclusively with small business. After advertisement and award 
of the 400,000 pairs, awards were made on this set-aside by negotia- 
tion to two small-business firms located in Brockton, Mass., a dis- 
tressed labor-surplus area. 

Senator Moopy. That was a very constructive move. What was the 
difference in price between small business and the larger business / 

Commander Fox. The same. 

Senator Moopy. The same price? 

Commander Fox. The same price. 

Senator Moopy. Well, that is fine. In other words, you were able 
to relieve a distressed labor area and perhaps keep a couple of small 
businesses in business without costing the Government anything. 

Commander Fox. That is correct. 

Senator Moopy. Very good. 

Commander Fox. “One-stop counseling” of the representatives of 
manufacturers and suppliers has been dealt with in paragraph 3 of 
page 9 of the instructions. We feel that the shunting of industr) 
representatives from oflice to office is most discouraging and almost 
completely unnecessary. The elimination of such occurrences will 
continue to be stressed, and the practice of one-stop counseling vigo! 
ously encouraged. 

Senator Moopy. I am wondering how many small-business firms 
received shoe orders. 
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Commander Fox. Well, in the manufacture of Government shoes, 
Senator, there are about 6 big firms who customarily bid on Govern- 
ment shoes and about 75 small ones. 

Senator Moopy. Seventy-five. 

Commander Fox. Yes,sir. Now, in terms of production they pretty 
nearly balance. That is, the output of the 75 is about equal to the 
( utput of the 6. It is about 50 percent. 

Senator Moopy. And their shoe production ordinarily is about the 
same ¢ 

Commander Fox. Well, it varies according to the size of the com- 
pany y. of course. The decision of what will be an optimum quantity 
has normally been left with the contracting officer as being the individ- 
ial most or best familiar with what the quantity should be. In this 
particular instance it was = judgment that 400,000 pairs was the 
proper amount to advertise, but that will vary. 

Senator Moopy. Now, I am very much interested in this one-stop 
counseling, because we feel it is important that they be able to go to 
some one place and tell their a and get the reaction to it. 

Commander Fox. Well, that was our feeling in the matter and that 
is the reason we put it in. 

The original orientation and ae session for small-business 
specis alists was held on October 1 and 2, 1951. Tr: ining to be effective, 
however, must be supplemented from time totime. It is expected that 
the small-industry cooperation instruction will contribute to the train- 
ing of the specialists as well as promoting more uniform operating pro- 
cedures. We do not plan to bring the specialists together again in the 
near future. Positive plans have been made for a team from my office 
to visit the smatl-business specialists in each of the purchasing offices 
for an on-the-spot review of policies, procedures and results. 

Even more important, discussions of the same matters will be held 
with procurement personnel. The extension of the training program 
to procurement personnel is deemed to be one of the most effective 
means of further implementation of small-business program and 
s directly in accordance with the Department of Defense policy. The 
small-business specialist, after all, is dedicated to his job or he would 
not have been selected. Our concept, therefore, is to educate not only 
the small-business specialists, but our procurement personnel as well, 
end to have them all pull in the same direction in order that we may 
achieve the objective of increased participation of small business in 
prime contracting. An exchange of methods and ideas will be handled 
through the medium of my office. 

The development of sound policies and effective procedures must, 
“ course, be backed up by a measurement of the results achieved. To 

his end, we maintain a number of statistical records and have trans- 
lated these statistics into a series of charts plotted on a monthly basis 
for the fiseal years of 1950, 1951, and 9 months of 1952. These statis- 
ics and charts have been collected and prepared to provide us with 
iformation as to what has been accomplished, to indicate what. is 
pean of accomplishment, and most important of all, to show us 
iere the weak points are located in carrying out the program. 

“The first of the charts to which I refer illustrates the number of 

curement dollars going to small business. 

Senator Moopy. Where is that ? 


t 
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Commander Fox. They are over there [indicating] and I have 
them over here [indic ating] as well, but I have asked Commander 
Fuller to indicate the important points in them. 

Senator Moony. Very well. 

(Chart referred to follows:) 


CEPARTMENT OF THE NAVY 


SMALL BUSINESS PARTICIPATION 
PRIME CONTRACTS TO SMALL BUSINESS 


— DOLLARS TO SMALL BUSINESS 


JUL AUG SEP OCT NOV DEG JAN FEB MAR APR MAY JUN 


Commander Fox. The rise was gradual during fiscal 1950 and 
early 1951, rising precipitously in the latter months of the year 
our volume of buying increased sharply. It is interesting to not 
that the magnitude of the dollars going to small business at the ver 
end of 1951 has been, for the most part, maintained or surpassed 1 
date in fiscal 1951. The sharp breaks in the 1952 curve are the result 
of the marked differences in the total number of procurement dolla 
awarded from month to month. 
Senator Moopy. I notice the break appears in February. 
Commander Fox. Yes; that is the result of our spending fewer 
dollars. 
Senator Moopy. This is total dollars, not percent ? 
Commander Fox. This is dollars rather than percent, that is corre 
Our one chart shows the percent of procurement dollars going 
to small business. Early percentages of dollars to small business 
were high but fell off sharply. This decline is directly attributa! 
to large dollar purchases of the type of equipment which I referre( 
to earlier as nonsuitable for performance by small business. To illus 
trate my point—do you see that, sir [indicating], do you see the way 
the curve soars upward? 
(Chart referred to follows:) 
Mr. Noonr. What do the three colors designate ? 
nee under Fox. They designate the different years. 
Mr. Noone. Three different years? 
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SMALL BUSINESS PARTICIPATION 
PERCENT OF DOLLARS TO SMALL BUSINESS 
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Shey -v c02 Fox. Yes: 

. Noonr. Thank you. 

Cake Fox. The next chart, Senator. serves very well to illus- 
trate this very point. 

Senator Moopy. May I ask you a question here. I notice that on 
lis chart there is quite a drop. 

Commander Fox. Well, if you get back to August 1950 you will 
probably find and as a matter of fact I am sure you will find that 
that was subsequent to the Korean incident, where they start taking 
| tremendous amount of nonsuitable items that were ordered that 
month. I think my next chart will serve to demonstrate that point 

j clearly. 

Senator Moopy. Of nonsuitable items? This shows a very high 
ercentage. 

Commander Fox. Oh. I do not have the chart in front of me, I 

might it was very low. That was right after Korea, August 1950. 

here is one thing, Senator, I think is most important and I will 
(ry to point it up later. 

I noticed that last week you were somewhat concerned about the 
showing of the Department of Defense for a particular month. 1 
lo not think that any single monthly figure is too significant because 

the conditions which surround whatever is bought at that month. 
Mv next chart will demonstrate that. 

lhe best method for measuring the action that is taking place in 

program is on a cumulative basis. 

lo illustrate this point, I invite your attention to the next chart. 
Now, Senator, you do not have a copy of this chart, we did not re- 
roduee it. This chart was prepared to show the effect that BuAer 
rocurement has upon the Navy’s small-business program. The blue 
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line at the top of the chart represents the percent of total Navy pro 
curement placed by BuAer. 

Do you see that clearly, sir! 

Senator Moony. Yes. 

Commander Fox. It can easily re seen that the procurement of 4 
activity frequently dominates the Navy’s buying. By contrast, 
serve the green line which shows the percent of total Navy dolla u's 
that BuAer placed with small business. But what is to prevent ral 
ing this line? Simply this, roughly 92 percent of the BuAer dollar 
goes for airframes, engines and e Te ‘ctronic items which are totally non 
suitable for performance by small business. 

Senator Moopy. You are talking about prime contracts? 

Commander Fox. That is correct. 

Senator Moopy. Well, is not a good deal of the work done by sub 
contractors / 

Commander Fox. There is ho question about It. but as far as oul 
figures which we present to you are concerned, we cannot show this 
as gong to smal] business. It is voing to big’ business. 

Senator Moopy. Of course, the important thing and the significa 
thing is not so much what the figures show on the prime contracts as 
to how much work finally gets to the small-business concerns of those 
prime contracts, how many of them get subcontracts. 

Commander Fox. That is a more important area, I think. 

Senator Moopy. I think so, too. 

Commander Fox. Now, Senator, compare the black and red lines 
for an illustration of the effect of this large mass of dollars nonsuit 
able for performance by small business. The black line shows the 
percent of total N: avy doll: me voing to small business while the red line 
shows the percent of total N vavy dollars going to small business, ex 
cluding the money spent by Bu. \er. 

You will see, Senator, that wherever you have a peak on the blue 
line, you have a drop in the black line. 

From time to time, of course, — purchases of nonsuitable equip 
ment by the Bureau of Ordnance, or Bureau of Ships affects the smal! 
business participation curve in the same way. ‘This condition can be 
seen on the chart where the black line does not rise and simultaneously 
the red and blue lines drop precipitously. 

Now, in those instance we have had a situation where BuAer 
did not have any significant buying that month but one of the othe: 
bureaus did. But, normally it is BuAer that has affected us most 
the presentation of the figures. 

| particularly invite your attention to the continual rise of 1 
ereen line during fiscal 1952 (the percent of BuAer dollars going | 
small business of total Navy procurement action dollars). We fee! 
that this positively indicates the effectiveness of the small-busine 
program and the fine work of Lt. Comdr. Ashton Embry, the sma! 
business specialist for the Bureau. 

Incidentally, his work is not exceptional, it is typical. We hav 
the same thing taking place in the Bureau of ‘Ships where they als 
have shown an absolute increase over the previous year. 

The extraordinary rise of the curve during the month of Marc] 
eloquently illustrates two facts: first, that a large dollar volume of 
items suitable for performance by small business was purchased and 
that the figures for any one month are far from indicative of th 
current status of the program. 
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On the next of these charts we have the cumulative percent of 
dollars to small business. 
(Charts referred to follow :) 
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A comparison of the cumulative dollars to small business shows ” uf 
1.01 bi'lion more dollars have gone to small business thus far this 
fiscal year than during the same period last year. Of course more 
dollars have been spent. 

Last year’s total for small business was $1,200,000,000 and that was 
on the basis of having spent $7,000,000,000. Now, thus far this year 
we have spent about $7,330,000,000, but our awards to small business 
have been $1.657.000,000. 

As we turn to the chart of cumulative percent of dollars to sma! 
business we see that proportionate to the total dollars spent, more 
dollars have gone to small business. This year to date, 22.6 perce: 
of all the Navy’s prime-contract procurement dollars have gone 
small business as opposed to 18.1 percent for the same period last ye: aur, 

We come now to our chart which illustrates the relationship of t! 
dollar volume of items suitable for performance by small busines 
to the total Navy procurement dollars and to the total Navy procur 
ment dollars that have gone to small business: 

Three very interesting figures flow from this chart. The percentay 
of items suitable for perform: ince by small business is consistent! 
close to.39 percent, and the dollars going to small business of ate @ 
which are suitable remains consiste ntly around 70 percent. 

Senator Moopy. Just a minute. Will you repeat that, please / 

Commander Fox. Yes, sir. The percentage of items suitable for 
performance by small business is consistently close to 39 percent of 
the total, and the dollars going to small business of those which ar 
suitable remains consistently around 70 percent. 

Senator Moopy. What do you mean by 70 percent of the total ? 

Commander Fox. Of the suitable items. We are awarding the: 
70 percent of the 39 percent. 

Thus, we find that while only 39 percent of the Navy’s proc ureme! 
dollars are suitable for performance by small business, 22.6 percent 
of the same sum of dollars is actually going to small business. ‘I’ 
put it another way, small business = getting better than 70 percent 
of the procurement dollar that the Navy spends for items small bu 
hes can produce. 

Senator Moopy. I think that is an excellent record. 

Commander Fox. We feel that only by a consideration of the ite 
and dollars suitable for performance by small business can a realist 
tinding be made concerning whether small business is participat 
in Navy procurement as Congress intended that it should. 

Now, we have two other charts that are not specially significant, 
we brought them along because we thought that you might be interest: 
in seeing them. There is one point in particular that I think 
worthy of mention. 

These charts have to do with the number of prime contracts t! 
have gone to small business. Small business thus far this fiseal v: 
is getting about 44,000 contracts a month, as contrasted with 40,1 
last year. 

Senator Moony. How many contracts are you letting now? 

Commander Fox. Well, about 68 percent of all the contracts t! 
we put out go to small business. Thus far this year we have awar 
small business 395,808 contracts. : 

(Charts referred to follow :) 
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DEPARTMENT OF THE NAVY 


SMALL BUSINESS PARTICIPATION 
PRIME CONTRACTS TO SMALL BUSINESS 
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Now, the significant fact, Senator, is that the increase in numbers 
of contracts has not kept pace with the increase in dollars, which 
should serve to demonstrate that each contract is for more money. I 
think that this is an interesting point. 

Senator Moopy. Does that include subcontracts ? 

Commander Fox. No. 

Senator Moopy. None of this includes subcontracts ? 

Commander Fox. That is right. None of these statistics include 
subcontracts. 

Senator Moopy. Do you have any way of estimating what percentage 
of the prime contracts are subcontracted to small business 4 

Commander Fox. Well, we have some spot checks developed by Mr. 
Bullette, serving to demonstrate trends, which he will want to go into 
with you. We cannot flatly say to you that “Out of every dollar, 
this much goes to small business.” 

Senator Moopy. Of course not. 

Commander Fox. But we have prepared some information on this 
point which we think you will find interesting. 

Mr. Lennihan in his remarks noted the contract clauses with refer- 
ence to subcontracting which are included in all Department of De- 
fense contracts and the efforts of large prime contractors to secure 
subcontractors. The Navy Department, in addition to emphasizing 
subcontracting continually, is giving prime contractors and potenti: al 
subcontractors a helping hand in getting together. As noted in our 
report to you of last May, a number of procuring activities had ar- 
ranged subcontract contacts with their respective principal primes. 
Here, again, the results achieved appeared to offer an area for improve- 
ment. As a result, we are publishing a booklet entitled “Selling to 
Navy Prime Contractors,” which contains a directory of subcontract 
representatives by individual plants. The Secretary of the Navy 
nitiated the deve ‘lopme nt of the booklet through a letter on the sub 
ject to the president of each company which is a principal prime con- 
tractor of the Navy Department. This letter requested that a top 
executive be designated to carry out the Navy’s policies on subeon- 
tracting within the company. The executive named was then requested 
to name a subcontract contact for the small-business man looking for 
business. The response has been most gratifying, and the directory 
now contains the names of 149 companies with a total of 451 plant- 
contact points, 

This publication is over at the printer’s now. We are getting ~ 
galleys on it today. It will have the same format | indicating] and 
{ will look jus st like this copy of Selling to the N; avy, as far as its 
size is concerned. 

We think it is a great step forward and that we should get as many 

of our prime contractors to cooperate with us as we can. 
We also plan to do one other thing. You are probably familiar with 
e publication we started last vear that was called Subcontractor 
Opportunities With Navy Contractors. We put out three editions, 
I think, before it bogged down. 

We are going to revise that publication, and we are going to publish 
itas a supplement to the new publication. 

Senator Moony. I see. 

Commander Fox. And we will get the companies listed in the pub- 

cation Selling to Navy Prime Contractors to give us the subeon- 


{ 
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tract opportunities. The two books can be used together, and { 
subcontract opportunities will be kept up to date on a monthly basis 
I have not yet written the letter requesting lists of subcontract oppor- 
tunities because I wanted to send each of the participating com)» 
nies this publication [indicating a copy of Selling to Navy Pri 
Contractors }. 

Senator Moopy. I think that is very constructive. I have ha 
experience, particularly in the labor-surplus areas, where there ave 
companies which have closed down or operating at a very low leve 
and looking for a contract, and they do not know what the N: avy 0 
the Army or the Air Force wants to buy, and I think a move like thi; 
will be of the greatest possible help. 

Commander Fox. We'think so too, Senator. To start with, we are 
getting 20,000 copies printed, and we are going to see to it that the 
SDPA and the Department of Defense field offices have sufficien 
copies for distribution. The booklet will be published by the Supe: 
intendent of Documents, and we think that it will be a best sell 
We also expect that civic organizations will buy large numbers of 
copies for dissemination. 

During the fiscal year, programs of prime contractor-subcontracto: 
exhibits and industry-assistance clinics were actively participated 11 
by personnel of the Navy Department. These programs, while they 
were both aimed at assisting smal] business, had distinctly different 
objectives. The 14 prime contractor-subcontractor exhibits were he) 
to help small business become subcontractors. The 15 eeceecis. 
ance clinics were organized to assist those concerns most sharply cut 
back in their use of steel, aluminum, and copper. Procurement and 
small-business personnel and large prime-contractor representative 
sat down with represent atives of the participating firms and discussed 
each company’s problem individually. It is our belief that each of 
these programs has been worth while and that the exhibit progran 
was particularly beneficial. I shall not dwell on them further si: 
they have been reported elsewhere in considerable detail. 

New contractors are continuously being added to the Navy’s 
of those who, are participating in the de fense mobilization progra 
We construe a new ere tor to be one who has not held a prime 
tract since January 1, 1949. Calculated on this basis, e DO saw 
new contractors; 1951. 1961: and thus far in 1952, 2,72 


PRODUCTION ALLOCATION PROGRAM—CERTIFICATES OF NECESSIT) 


At the time the small-business policy of the Department. of Def 
was being drafted, the production allocation program and the 1 
imum use of available industrial ¢ capacity with limited use of 
tificates of necessity were important issues. With reference to t! 
production allocation program, a Department of Defense direct 
was deve loped which specifically stipulated that small business )h: 
role in the mobilization program and reaffirmed the policy that 
names of the concerns on current procurement lists for items incl 
in the program shall not be restricted to planned producers. TT! 
the complaint that companies which are not planned producers can 
participate has been eliminated. Now. as to applications for cert 
cates of necessity, a review of these applications is a procedural fi 
tion of all small-business specialists. In addition to the com 
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of the specialist, however, all certificates are reviewed by the Pro- 
duction Division of the Office of Naval Material. Thus the interests 
of small business are given careful consideration before plant ex- 
pansions are endorsed. 


SMALL DEFENSE PLANTS ADMINISTRATION 


In closing, I should like to say a few words about our program 
and its relation to the Small Defense Plants Administration. In the 
first place, 1 year has elapsed since = ag rent small-business policies 
were announced. During the year, the Navy appointed the small- 
business specialists which are the Sechiinasn of its implementation of 
these policies. Naturally, a great many procedural problems had to 
be solved, however, most of these problems have been solved or are 
now on the verge of solution. 

For procurement personnel who are on the purchase firing line, the 
small-business program has been but one of the many conflicting cri- 
teria requiring consideration. These procurement personnel are, how- 
ever, developing a smooth-working relationship with the small-busi- 
ness specialist. The Navy small business specialist is now an integral 
member of the Navy procurement team. This is an aid to the procure- 
ment function and a benefit to small business. We feel that the pres- 
ence of the small-business specialist has been substantially felt and 

iat even during the organizational period of the first year, has done 
al bang: up job. 

We feel that it is a fact that small business has achieved marked 
yains in its participation in Navy procurement and that this fact is 

own by our statistical reports. These gains have been made through 
the collaboration and the sincere efforts of the small-business special- 
isis and procurement personnel. 

Present planning calls for the participation of the Small Defense 
Plants Administration in this program. The Navy welcomes this 
vency and will cooperate ~_ them in every way. Irrespective of 
ich activities, however, the Navy Department feels that it can be 
justifiably proud of what has been accomplished and feels a personal 
interest In not only holding these gains but increasing them during 

e coming year with or without collateral assistance. 

he Navy Department has pushed the action to reach an agreement 
policies and procedures with the Smal] Defense Plants Administra- 
on regarding such matters as joint determinations and industry 
lity surveys. It will continue to cooperate not only with the Small 
Defense Plants Administration but with any group whose primary 
terest is the welfare of the small-business concern, the backbone of 
ir broad industrial base. 

Senator Moopy. That is a very constructive statement and I con- 

tulate you on your very good presentation. 

Commander Fox. Thank you. 

Senator Moopy. We will hear the other witnesses before we revert 

you, 

Commander Fox. All right. Thank you. 

Senator Moopy. Mr. Watson, do you solemnly swear that the testi- 
hony you are about to give before this committee will be the truth, 

whole truth, and nothing but the truth, so help you God ¢ 

Mr. Watson. I do. 
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TESTIMONY OF RICHMOND L. WATSON, SMALL-BUSINESS 
SPECIALIST, NAVY BUREAU OF ORDNANCE 


Senator Moony. State your name and position. 

Mr. Warson. Mr. Chairman, my name is Richmond L. Watson and 
I am small-business specialist of the Navy Bureau of Ordnance. 

Mr. Chairman, I would like to have permission to read a statement, 
if I may. 

Senator Moopy. Yes. 

Mr. Watson. Mr. Chairman, I am very grateful for the a 
ity to present to you a brief summary of the operations of the Offi 
of Small Business Specialist in the Bureau of Ordnance. My time 
and that of nine other people, including one other specialist, is devoted 
exclusively to assisting small business to participate in Bureau of Ord 
nance procurement. In addition, the Bureau of Ordnance has the 
part-time cooperation of 139 other people throughout the United 
States. I speak for all of these people in expressing my appreciation 
of this chance to tell what has been done by one Navy procuring bureau, 
which I believe is typical, in carrying out the will of Congress. 

The Bureau of Ordnance is given the responsibility of procuri: 
ordnance equipment such as ammunition, guns, guided missiles, an ‘ 
rockets required for the fleet and the fleet airarm. The security of the 
United States with respect to naval weapons is this Bureau’s primary 
concern. 

It has been the experience of the Bureau of Ordnance that smal! 
business can play a very important role in helping to attain this 
security by producing ordnance material. While it is recognized that 
much ordnance equipment such as torpedoes, guided missiles, radar, 
fire control, and big guns cannot be made by small business, there ar 
many ordnance components that are suitable for production by small 
business concerns. 

In order to effectuate the small-business policies of the Department 
of the Navy, the Chief of the Bureau of Ordnance on May 10, 1951, 

y Bureau of Ordnance Order No, 23-51 appointed a small-business 
specialist. 

Mr. Chairman, you will find that order in exhibit A, which is back 
of my formal statement. 

(For exhibit A, see p. 220.) 

You will notice that Iam appointed by the Chief of the Bureau of 
Ordnance, and as we are a military organization this gives the positio 
the needed prestige. 

Recognizing that the small-business concerns in the United St 
handle nearly half of all the manufacturing volume employ 55 per 
of all manufacturing labor and comprise 98 percent of all the mat 
facturing establishments in the country, the Chief of the Bureau gav 
his enthusiastic support to the small-business program. Accordingly, 
he issued on July 12, 1951, Bureau of Ordnance Order No. 33-51 t 
cover a specific program of compliance. 

| would like to refer you to exhibit B, if I may. You will notie: 
Order 33-51 is signed by the Chief of the Bureau of Ordnance, Adm 

Schoeffel. and this makes compliance compulsory and not optic 
with the Bureau of Ordnance personnel. 
(F or exhibit B, See 
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i would like to read excerpts from this order and comment on the 
results of the program : 

Paragraph | reads as follows: 

The Material Division shall prepare a list of all items to be procured in the 
1952 budget and indicate which are suitable of accomplishment by small business. 
(his list will be reviewed by the small-business specialist. 

That is exhibit C. This order has been carried out and as a conse- 
quence, the Bureau of Ordnance has a list of components that it has 

een agreed within the Bureau can be produced by small business. 

If you will refer to-exhibit C, Mr. Chairman, that is set forth. 

(For exhibit C, see p. 225.) 

Senator Moopy. Yes: I have that here. 

Mr. Warson. Now, this is on both sides of the sheet and it is only a 
partial list of the type of products that small business, not only can 
make but have made successfully for the Bureau of Ordnance and will 
continue to make for us. ; 

Paragraph 2 reads as follows: 

All requests for advertised procurement shall be routed to the small-business 
specialist who will review the lists of concerns which are to receive invitations 
and add the names of competent small-business concerns which are qualified 
to produce the items under procurement. 


All of these requests are sent to the small-business specialist. 

That is shown on exhibit D. Exhibit D is a piece of paper known 
as a request for advertising service and that is the piece of paper that 
originates procurement from the Bureau of Ordnance, and the same 
is true in other bureaus. 

For exhibit D, see p. 224.) 


Now, if you will turn to the back of it, you will see that the small- 
business specialist is listed in the routine, as it goes from the origi- 
nating section to the contracting officer. In other words, this pro- 
curement cannot be made without the approval of the small-business 
specialist. 

What in practice that means is that when a procurement. request 
comes through my office we attach to this request the names of all 
small-business firms who are competent to bid on the item under pro- 

irement. We leave none of them out. , 

As a consequence, it is estimated that at least 5,000 small-business 
concerns have been invited to bid during the past year who otherwise 
might have been overlooked. 

I made a special tabulation (which is not included in my formal 
statement) and found there were 3.205 added to the bidders’ list in 
the first 4 months of this calendar year. 

In connection with these lists, the Bureau of Ordnance has supple- 
mented and strengthened order No. 33-51 by turning over to the Of- 
fice of Small Business Specialist the responsibility for maintaining 
bidders’ lists for the Bureau of Ordnance. In addition, the Small 
Business Office has been assigned the responsibility for processing a] 
requests to be placed on the bidders’ list. 

To become a Bureau of Ordnance supplier, a small business con- 
ern proceeds as follows: (1) Obtains from the small-business spe- 

alist a copy of the Department of Defense “Mailing List Question- 
naire’—exhibit E. (2) Completes and returns this questionnaire to- 


y 


gether with a list of facilities and a financial report to: The Bureau 
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of Ordnance, Department of the Navy, Washington 25, D. C., atte 
tion small-business specialist. (3) The Bureau of Ordnance then 
analyzes the data supplied and dete mines as far as possible the items 
that a company is qualified to produce. The company is advised ac 
cordingly. 

I would like to call your attention, sir, to exhibit E, which is the 
questionnaire used. That is not just a Bureau of Ordnance ques 
tionnaire, that is a Department of Defense questionnaire. 

(For exhibit EF, see p. 226.) 

We give each company that comes in sufficient copies so he can {il| 
out the same information for all the various agencies, including t 
Army, the Navy, and the Air Force. 

Senator Moopy. Very good. 

Mr. Watson. In this connection, it is important to bear in mind 
that the Bureau of Ordnance is faced with a situation wherein fo: 
most items procured, there are many companies seeking the award 
of every contract. With ample sources of supply clamoring for bus 
ness, the chief problem of the Bureau of Ordnance Small Business 
Specialist is to assure that every company who is qualified is given 
an opportunity to bid. In this respect, the Bureau of Ordnance makes 
it a practice to assure that all qualified companies who apply are added 
to the appropriate bidders’ list. 

Paragraph 3 states: 

The proportion of Bureau of Ordnance procurement to be handled by formil|y 
advertised bids during fiscal 1952 shall be increased, so far as feasible, bot! 
numerically and in dollar value. This will be accomplished by a designation 
of a list of items in the 1952 budget which are to be procured in this manner 
This list shall be prepared by the Material Division and reviewed by the Con 
tracting Officer and the small-business specialist. The practice of procuring 
in small lots shall be encouraged where this will not result in a material 
crease in the cost of procurement. 

The provisions of this paragraph have been fully carried out. 

I would say, patenthetically, that we have laid great emphasis 01 
advertised bids because we find that is the one way in the democrat 
process to be completely fair. 

Senator Moopy. I notice, if I may interrupt, that this order 
pointing you as small-business speci alist is dated July 12, 1951. 

Mr. Watson. That is correct, sir. 

Senator Moopy. Will you tell us a little bit about how it happene 
that this order was put into effect 7 

Mr. Warson. Well, I was appointed to this job from the Contra 
Division of the Bureau of Ordnance. It is not a job that. I soug 
because I realized the headaches that go with it, but I took it afte 
making sure it would not be on just a lip-service basis. 

Fortunately, the Chief of the Bureau of Ordnance was a small-bu: 
ness-minded man and he called a conference with the deputy chief. 

Senator Moopy. The Chief of the Bureau of Ordnance ? 

Mr. Watson. That is right; he called a conference with the deputy 
chief, the Director of Material Division, and the contracting officer 
and asked if I would present my preposed plan for small business 
This plan was adopted and the Chief of the Bureau said: “Draw up 
an order to cover this and this will show I am 100 percent behind this 
plan.” 

Senator Moopy. What is his name, for the record ? 
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Mr. Watson. Admiral Schoeffel. 

Senator Moopy. I was very much impressed by the very enlight- 
ening statement of Admiral Schoeffel earlier before this committee. 

Mr. Watson. Paragraph 4 says 
To encourage a wider participation in advertised bids, the Bureau of Ord- 

nance will supply one set of drawings and specifications covering each invita- 
on to bid together with copies of the invitation to each inspector of naval 
aterial and naval inspector of ordnance for all procurements of $50,000 and 
ver (except in those cases where urgency makes this impractical). 

So far we have only had one case of urgency. 

Thirty-one naval inspection offices are supplied with blueprints of 
vandykes of all Bureau of Ordnance invitations to bid of $50,000 and 
over. The vandykes enable the inspector to reproduce the drawings 
uid specifications for local distribution. 

Senator Moopy. Why do you advertise over $50,000 ? 

Mr. Watson. Well, that is 95 percent of all our advertised procure- 
nent and the balance drops down to about $1,100 to $2,000, and it 
am not pay to send out drawings all over the country. 

Senator Moopy. I understand that some of the others set that. divi- 

sion point at $10,000. 

Mr. Watson. Well, the $50,000 was an arbitrary amount that I took 
based upon an analysis. I hope we will go lower than that in the 
future. 

If you will look at exhibit F, sir, in the inside you will find a list 
of officers in naval inspection offices. This, I might say parenthet- 
cally, is a direct outcome of the committee report last year. We 
took that report in Admiral Schoeffel’s office and we read it para- 

rraph by paragraph. One of the criticisms of the services given in 
that report was that bid sets were not easily available. They are 
available now in all of these offices and can be reproduced locally. 

(For exhibit F see p. 230.) 

Senator Moopy. I was curious to know what effect the deliberations 
of this committee had. 

Mr. Warson. They had a very profound effect. We wished to carry 
out the will of the committee as far as we were able to. 

This service enables companies to review invitations to bid and 

obtain copies of blueprints and specifications without the necessity 

of making trips to Washington. The Bureau of Ordnance has received 
much favorable comment on this service, and again I think the Senate 
Small Business Committee deserves credit for this, as it is where we 
vot the idea. 

Paragraph 5 states: 

In relation to negotiated procurement, lists of companies which are to be 
requested to make proposals shall be submitted in advance to the small-business 
specialists and the contracting officer. The small-business specialist will add 
io each list the names of small-business concerns which he certifies are competent 

iccomplish the work, and these companies are to receice requests for proposals. 

lo comply with this order, all technical sections forward to the 
small-business specialist lists of companies which are to be requested 
to make quotes for all items suitable of production by small business. 
The small-business specialist then adds the names of companies who 
ie can certify are competent to handle this procurement, the same 
procedure as on advertised procurement. 
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Paragraph 6 reads: 

To assist small-business concerns which are qualified to handle Bureau of 
Ordnance work on acceptable terms and conditions, a liberal policy with respect 
to progress payments, and recommendations to the Comptroller for approval of 
guaranteed loans shall be followed. 

This policy is actively being followed. 

Paragraph 7 states as follows: 

The small-business specialist will assist small business in obtaining subcontract 
work in the following ways: (a) By requesting the Bureau’s leading prime con 
tractors to designate an individual or individuals in each plant handling Bureau 
of Ordnance work for small-business concerns to contact for possible subcontract 
work; (b) by arranging with the above-designated individuals to set up displays 
of products required from subcontractors; (c) by requesting the prime con 
tractors to supply the Bureau of Ordnance with lists of these subcontracted 
items for distribution among small-business concerns. 

As Commander Fox has indicated, a Navy-wide directory is being 
issued to cover sources for subcontract work. The Bureau of Ord 
nance is very enthusiastic, sir, over this particular piece of work. 

Preceding this, 90 representatives had been designated by Bureau of 
Ordnance leading prime contractors for small- business firms to contact 
to seek subcontract work. 

Mr. Chairman, if you will turn to exhibit F again, sir, on the inside 
pages there you will find a partial list of the leading prime contractors 
of the Bureau of Ordnance. They are set out loe vally and those firms 
have been cooperating with us very well by appointing individuals 
in their firms to whom the small firms can go to seek subcontract work 
without getting the run-around. 


Senator Moopy. He tells them exactly what comes in as work, and 
whom to see ? 

Mr. Watson. That is right, sir, and the company has agreed with 
the Bureau of Ordnance to have that individual available so if a small 
firm comes in they will not get the run-around. 

Paragraph 8 states: 


To assist small-business concerns in all sections of the country in obtaining 
opportunities to compete for Bureau of Ordnance prime contracts and subco: 
tracts, the following steps shall be undertaken: (@) Arrangements shall be made 
for a traveling trailer equipped with displays of Bureau of Ordnance items sus 
ceptible of accomplishment by small business. Detailed plans including itinerary 
will be prepared by the small-business specialist. (%) The small-business special 
ist will establish liaison with the small-business specialists appointed by the 
Bureau of Supplies and Accounts in naval ammunition depots and naval ordnance 
plants to coordinate their work with the Bureau of Ordnance. 

Senator Moopy. I was very sorry I was not. able to come down and 
view that exhibit. I would have gone down there but I was complete!) 
tied up. 

Mr. Watson. I appreciate that, sir. 

Senator Moopy. I do commend you for this type of exhibit; I think 
it undoubtedly visualizes for small business something that they may 
not otherwise understand. 

Mr. Watson. That is right. 

Che Bureau of Ordnance mobile exhibit left Washington on April 
14, 1952, for a 14,000-mile tour covering the largest city in every ove 
of the 48 States and all cities over 400,000 popul: ition. This exhibit 
is designed specifically to assist manufacturers to participate in 
national defense production. Preparatory work for these exhibits has 
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been ably handled by the industry cooperation officers, which Com- 
mander Fuller will cover later. 

The attractive red, white, and blue trailer has been equipped with 

, special display of typical ordnance items which companies in the 
“small business” category can produce and which the Bureau of Ord- 

ance has occasion to procure from time to time. ‘These include fab 
ricated items in steel, copper, aluminum, and other metals, castings, 
punch press, screw-machine and stamping-process components, and 
products made of pli astic, rubber, and felt. 

Senator Moopy. Incidentally, if I could interrupt you, if you could 
televise that over a television network, that would be a great publie 
service. 

Mr. Watson. Well, sir, as you will see later, we have had television 
programs. We have two in Baltimore, one in Wilmington, one in 
Philadelphia. We will come to that later. 

Senator Moopy. I was going to say if you could get a television net 
work to put on a show and give you time, that might make a great deal 
of interest. 

Mr. Watson. That is a very good suggestion; we will take that up 
with the television networks. 

Senator Moopy. Does that exhibit show what is actually purchased ? 

Mr. WArson. That is correct. 

Senator Moopy. So they can actually get the business— 

Mr. Watson. Well, we cannot award a contract at the exhibit. 

Senator Moopy. They cannot get the business but they can find out 
what business they can bid on? 

Mr. Watson. That is correct. 

Senator Moopy. In other words, this is not just an academic exhibit. 

Mr. Watson. No, sir; we have nearby a local inspection office where 
they can get information on current bids. 

Senator Moopy. Very good. 

Mr. Watson. Also included in the exhibit is a cutaway operating 
model of a World War II type torpedo, as a typical weapon on which 
smaller manufacturers might obtain business on a subcontracting 
basis. There are nearly 1,800 components in a torpedo and many of 
these can be manufactured by small industrial concerns. With the 
display before him, a manufacturer can appraise his own facilities 
and available manpower, and determine his capabilities to produce 
naval ordnance for the national defense program. 

The personnel covering the exhibit are available during the entire 
period of the show to furnish information. Businessmen will be ad- 
vised as to procedures to follow to get on bidders’ lists and to qualify 
for Bureau of Ordnance contracts. It is expected that this first-hand 
contact with thousands of small manufacturers throughout the United 
States will accomplish the very important purpose of broadening and 
diversifying the industrial base for expanded naval-ordnance produc- 
tion When required. 

Mr. Chairman, I would like to have you refer now to a special exhibit 
that is attached to your copy of my statement. I would appreciate it 
f you turned to the photogr: aphs : and special material in your exhibit. 
I will just go over this very quickly. 
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The first. photograph shows the members of your Senate commitive 
staff coming to attend the advance opening of the exhibit. You wil! 
notice Mr. Noone is there. 

The second photograph shows the Chief of Bureau of Ordnance ; 
the third shows the Chairman of the Munitions Board, Mr. Smal! : 
and the fourth shows the entire House Select Committee on Sma!! 
Business, including the chairman and the minority leader. 

And now, along the lines that you have just been discussing, the 
fifth photograph is of a live television program of the exhibit ove 
WAAM in Baltimore—but that is not Nation-wide. 

Senator Moopy. Well, I am not sure you can get that, of course. 

Mr. Watson. Next is another photograph of the Baltimore ‘TV 
program. You see a Navy group taking part in the program. 

Also, you will notice in the following exhibit that the Baltimore 
Association of Commerce sent out 300 invitations over their lette: 
head asking their members to the exhibit. The Baltimore press cli) 
pings indicate the press is where you notice that now they are backing 
up the exhibit 100 percent. 

Exhibit No. 9 shows the mayor of Wilmington and No. 10 the Go 
ernor of Delaware at the exhibit. The Governor’s Commission 011 
Small Business was also there. 

Exhibit No. 11 covers clippings of the Wilmington press. You 
will notice how much more space they gave than did the Baltimore 
press. In other words, the press has found that this exhibit works, 
so they are really getting behind it. 

Senator Moopy. I notice it says, “Lure small business.” I think 
they should come without being lured. {| Laughter. ] 

Mr. Watson. That is right. 

Exhibit No. 12, you will notice, is a page 1 story in the chamber 
of commerce publication of Philadelphia. 

Senator Moopy. “Navy aids small business.” 

Mr. Watson. That is right, and you will notice from the exhibit 
how much better clippings we get in Philadelphia than in Wilming 
ton, and in exhibits 12—A and 12-B you will see that we are getting 
pictures in the newspapers, as well as stories. In other words, the 
newspapers have got confidence in the thing. The exhibit is success 
ful beyond our expectations. Newark Chamber of Commerce is seni! 
ing out 9,600 invitations and they are also giving a television progr 
and a radio program and newspaper publicity. 

Exhibit No. 13 is one that we are rather proud of. You will notic 
that in the city of New York the mayor has built up an entire De 
fense Week around this exhibit. 

Senator Moopy. Yes; I have heard that. 

Mr. Watson. There is to be Manhattan Defense Day and Brook!) 
Defense Day and Bronx Defense Day, and so forth. ~ 

I do not have clippings here, but the New England papers ar 
already publishing advance notices. If I might interject here, we 
would be very grateful if you could attend the opening in Detroit 
Mich. ; 

Senator Moopy. When would that be? 

Mr. Watson. Well, it would be sometime in the fall: I do not have 
the exact date. 
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Senator Moopy. Of course, if we are in session, I could not get down 
during the middle of the week. I could do it during the week end 
but otherwise I could not get away. 

Mr. Watson. Thank you, sir. “I only have a couple of other little 
things to say. 

Relative to requirements of paragraph 8 (b), the Bureau of Ord- 
nance has set up the 18 procurement-information centers for small 
business at United States Navy Bureau of Ordnance activities. Ex- 
hibit F—list contained in attached pamphlet entitled “Small-Business 
Program of the Bureau of Ordnance.” 

[f vou will again turn to exhibit F, the littlé information folder, 
you Will see we have listed 18 Bureau of Ordnance activities like the 
naval ammunition depots, which have information centers scattered 
throughout the country to give information to local businesses con- 
cel ned, 

Kor exhibit F see p. 230.) 

The small-business specialist in the Bureau of Ordnance has many 
other responsibilities such as supplying advice and information re- 
garding departmental rules and regulations of advertised bids and 
how to make cost breakdowns in connection with negotiated procure- 
ment, and many other services. 

Incidentally, speaking of cooperation. if I may interject, in addition 
to the Bureau of Ordnance we have had wonderful cooperation from 
the Office of Naval Material, Commander Fox’s office. | He has been 
very helpful in our problems. 

In closing, this committee’s attention is invited to consider the fact 
that the Navy Bureau of Ordnance has the cooperation of 149 people 
levoted to the interests of small business—90 in our large contractors’ 
otlices, 18 in the Bureau of Ordnance field offices, 31 among the Navy 

spection offices, and 10 full-time people in the Bureau. It is our sin- 
ere belief that this operation has proven and will continue to prove 
of material benefit to small business. The Bureau of Ordnance will 
endeavor to do its utmost to make Operation Small Business an out- 
standing success, 

Senator Moopy. We congratulate you upon your statement. Do you 
feel that the work has been progressive, the work of these people work- 
ng in the interest. of small business? 

Mr. Watson. Yes, sir. 

Senator Moony. The reason I am asking that is that at times we 
have had rather violent criticism of this work in defense, and yet I 
i sure that few people would challenge the validity of what is being 

Now, if it is going to be done, you have got to have people to 
It will not do it, itself, 

Mr. Watson. That is right. 

Senator Moopy. And I notice that this. you say, not only helps 
mall business but broadens and diversifies the industria] base. 

Mr. Watson. That is right. 

Senator Moopy. Obviously, we cannot devote all of our productive 
lities to mobilization and defense on the basis of the world situa- 
today, but our purpose is to build up strength now and also have 

‘great deal of stand-by productive strength. Of course, we do not 

whether we need the 149 or 349, whatever the number of these 
people should be, but I am merely pointing out that there are critics, 
ire making a point that there is waste, and—— 


i 
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Mr. Warson. Well, I am a commander in the Naval Reserve, 
and—— 

Senator Moopy. I was not referring to you personally. 

Mr. Watson. I understand that. 

Senator Moopy. But I am merely pointing out that there are critics, 
but you are pointing out that it has broadened our industrial base and 
it has brought contracts to small business, and I am sure that it is 
constructive type of operation. 

Mr. Warson. Well, sir, I might say, because my job does not de 
pend on being a small business specialist, that I was in contract work 
before and— 

Senator Moopy. I did not mean you “meget I was merely mak 
ing the observation and pointing out that this job does not do itself 
and while we do not know how many people are necessary to work 
on it in Navy or anywhere else, we do have to have enough people to 
get the job done. 

Mr. Watson. That is right, and I was merely trying to add that 
having a man in the inside in procurement agencies such as the Bureau 
of Ships and Bureau of Ordnance, that a person in that position does 
or can do more for small business than was ever done before during 
the 10 years that I have been in the Navy. 

Senator Moony. There is not any question about it. It is much 
better for small business to have an inside operator rather than 


outside. 
Mr. Watson. That, is right. 
(Exhibits submitted by Mr. Watson follow :) 


Exnisir A 
NAVORD FORM 1717 (10/45) 


DEPARTMENT OF THE NAVY, 
BUREAU OF ORDNANCE, 
Washington 25, D. C., May 10, 1951 


Buord Order No. 23-51. Co-GHW: sb L4-1 

Subj: Small Business Specialist ; designation of. 

Ref: (a) Chief of Naval Material ltr M380/THB: fg NCPD 76-51 of 7 April 1951 
(b) AstSecNav ltr M383/DTG/mbm NCPD 4-50 of 29 July 1950. 

1. Purpose.—To designate Mr. Richmond L. Watson as Small Business 
Specialist for the Bureau of Ordnance, in compliance with reference (a). 

2. Functions and Responsibilities.—In order that the Bureau of Ordnance ma) 
effectuate the policies of the Department of Defense in regard to the participa 
tion of small business in defense procurement, as stated in enclosure (1) 
reference (a), the Small Business Specialist for the Bureau is hereby charged 
with the responsibility of insuring compliance by the Bureau of Ordnance wit! 
reference (a). In addition, the Small Business Specialist will assume all of ¢! 
functions previously assigned to the small business liaison officer established b 
reference (b). Specifically, the duties and functions of the Small Business S)' 
cialist, as outlined by enclosure (3) to reference (a), are as follows: 

1. In order to effectuate more positive aid to small business and thereby ir 
sure a broader industrial base for subsequent procurement, there is hereby p! 
vided small business specialists and small business target objectives for us 
within the Department of Defense. 

2. Small Business Specialists will be appointed in each procurement office o! 
the military departments and, where suitable, in higher offices concerned wit! 
procurement. Such Specialists assigned to principal procurement offices and 
where deemed necessary, those assigned to higher offices, will devote their efforts 
exclusively to assisting small business concerns in connection with militar) 
procurement. 
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3. Small Business Specialists assigned to procurement offices engaged in con- 
tract negotiation or administration will perform functions, where applicable, 
which include the following: 

a. Serve as a focal point in the procurement office to which small business 
concerns Imauy make or direct inquiry concerning participation in the military 
procurement program and concerning advice or assistance in the performance 

military contracts. 

b. Assist Federal, State and authorized private agencies, if requested, in mak- 

an inventory of the productive facilities of small business concerns and ar- 
nge to furnish those agencies such data concerning small business sources, 
ilities, and capabilities as the procurement office may have on hand. 
Institute a program to discover small business sources capable of partici- 
ng in procurements to meet current and anticipated requirements. 

d. Review requirements prior to procurement action and determine to his 
wn satisfaction which requirements are susceptible of accomplishment by small 

ISLNESS 

e. Make recommendations to the contracting officer with respect to competency, 
ipacity, and credit of a specific small business concern or concerns capable of 

complishing a specific requirement. 

f. Make appropriate recommendations to the contracting officer in connection 

th the issuance of certificates of necessity, defense order priorities and allo- 

tion ratings, financing, furnishing of Government equipment and other meas- 
es Which will assist them in the conversion and equipping of their plants for 

e accomplishment of defense production 

Certify to the contracting officer, based on approved criteria or on certi 
ation from approved sources, the concerns, firms, persons, corporations, part- 
nerships, cooperatives, or other business enterprises which are to be designated 
small business concerns,” 
Participate in meetings of Boards of Contract Awards or Review Commit- 
where such boards or committees have been or may be established 
Recommend to the contracting officer or such other officer as may be desig- 
by the appointing authority the award of a contract to a specific small bus 
concern for the purpose of broadening the industrial base. 
Furnish assistance to small business concerns on problems arising during 
formance of contracts, such as financing, defense order priority and alloca 
on ratings, inspections, and payments, or direct such contractors to the proper 
ies fo rassistance 
Obtain information, where practicable, concerning the methods and terms 
ed by prime contractors in letting subcontracts: and make recommendations 
ie appointing authority with respect to those practices which discourage 
business concerns from taking an interest in subcontracting or which are 
iir aud inequitable as to price and conditions. 
Maintain liaison and exchange information with other local government 
cies for the purpose of rendering the maximum amount of assistance to 


business. 


nf 


Review, prior to submission, procurement office reports concerning the 
ng of contracts and subcontracts to small business coneerns and make per 
ent comments to the appointing authority regarding such reports 
Recommend small business target objectives to the appointing authority, 
reference to the percentage amount of dollars which should be awarded 


all business concerns. 


Review small business target objectives, periodically or when directed by 
ippointing authority for the purpose of recommending revised target ob- 
Ves 
Observe the effect of current procurement policies on the amount of small 
hess participation in the procurement program and recommend to the ap- 
iting authority changes in existing policies or the formulation of new policies 
crease the amount of such participation 
+, Small Business Specialists assigned to higher offices concerned with procure 
will perform to the extent appropriate functions comparable to those pre- 
ed in paragraph 8 above. 
Small Business Specialists will be appointed by name in writing and will 
irectly responsible to the appointing authority The power of appointing 
Business Specialists will not be delegated below the level of the heads 
procuring activities. It is desired that the positions of Small Business 
alists be filled by personnel of the highest caliber, with extensive experience 
lustry and that preferably they should be filled by small businessmen.” 


NOS41 52 No, 5—-—15 
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8. Modification of Existing Procedures.—Division Directors concerned 
hereby directed to implement this order within their respective divisions, a, 
to modify established procedures for the submission and handling of procur 
ment requests and other related procurement documents to the extent necessary 
to provide maximum assistance to the Small Business Specialist designated 
herein. 

4. Orders, memoranda, etc., concelled or superseded.—None. 

5. Effective Date.—Date of issue. 


M. F. ScHogrrFFEt. 
J. A. SNACKENBERG, 
Acting Chief. 
DISTRIBUTION : 
A B 
Division and Program Directors. 
Branch and Section Heads 


In Le. 


EXHIBIT B 
NAVORD FORM 1717 (10/45) 


DEPARTMENT OF THE Navy, 
BUREAU OF ORDNANCE, 
Washington 25, D. C., July 12, 1951 
BuOrd Order No. 33-51 Coc-RLW :eas L4—-1. 
Subj: Small business; policies with respect to 
Ref: (a) ONM Itr M380/THB :fg NCPD 76-51 of 7 April 1951. 
(b) BuOrd Order No. 23-51 of 10 May 1951 designating Small Business 
Specialist 
Purpose.—To efiectuate the policies of the Department of Defense with respect 
to the particiption of smal! business in defense procurement as stated in refere! 
(a) and (b) 
The Material Division shall prepare a list of all items to be procured 
budget and indicate which are susceptible of accomplishment by s1 
‘ss, This list will be reviewed by the Small Business Specialist. 


CS 


ADVERTISED PROCUREMENT 


2. All requests for advertised procurement shall be routed to the Small Bus 
ness Specialist who will review the lists of concerns which are to receive in 
tions and add the names of competent small business concerns which are qualifi 
to produce the items under procurement. 

3. The proportion of Bureau of Ordnance procurement to be handled 
formally advertised bids during fiscal 1952 shall be increased, so far as feasil 
both numerically and in dollar value This will be accomplished by a designatio! 

f items in the 1952 budget which are to be procured in this manner. 
This list shall be prepared by the Material Division and reviewed by the € 
tra icer and the Small Business Specialist. The practice of precuri 
be encouraged where this will not result in a material incr 


‘ost of procurement. 


of : ist « 


encourage a wider participation in advertised bids, the Bureau of 
ill supply one set of drawings and specifications covering each invi 
with copies of the invitation to each Inspector of Naval Ma 
Inspector of Ordnance for all procurements of $50,000 an 


vhere urgency makes this impractical). 


NEGOTIATED PROCUREMEN' 


iated procurement, lists of companies which are 
“l to make proposals shall be submitted in advance to the Small Busi: 
list and the Contracting Officer. The Smal! Business Specialist will 


list the names of small business concerns which he certifies are compet 
t 


to accomplish the work and these companies are to receive requests for nrop 
6. To assist small business concerns which are qualified to handle Bur 

of Ordnance work on acceptable terms and conditions, a liberal policy 

respect to progress payments and recommendations to the Comptrolle: 


approval of guaranteed loans shall be followed. 
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SUBCONTRACTING 
7. The Small Business Specialist will assist small business in obtaining sub- 
contract work in the following ways: 

(a) By requesting the Bureau's leading prime contractors to designate an indi- 
vidual or individuals in each plant handling Bureau of Ordnance work for small 
business concerns to contact for possible subcontract work. 

(b) By arranging with the above designated individuals to set up displays 
of products required from subcontractors. 

(c) By requesting the prime contractors to supply the Bureau of Ordnance 
with lists of these subcontracted items, for distribution among small business 
concerns. 

GENERAL ASSISTANCE 


8. To assist small business concerns in all sections of the country in obtaining 
opportunities to compete for Bureau of Ordnance prime contracts and subcon- 
tracts, the following steps shall be undertaken: 

(a) Arrangements shall be made for a traveling trailer equipped with displays 
of Bureau of Ordnance items susceptible of accomplishment by small business. 
Detailed plans including itinerary will be prepared by the Small Business 
Specialist. 

(b) The Small Business Specialist will establish liaison with the Small Busi- 
ness Specialists appointed by the Bureau of Supplies and Accounts in NAD’s and 
NOP’s to coordinate their work with the Bureau of Ordnance. 

9. Modification of Existing Procedures.—Division Directors concerned are 
hereby directed to implement this order within their respective divisions, and to 
modify established procedures for the submission and handling of procurement 
requests and other related procurement documents to the extent necessary to carry 
out the provisions of this order. 

10. Orders, t2emoranda, ete., cancelled or superseded.—None, 

ll. Effective date.—Date of issue. 

M. F. ScHOEFFEL. 

Distribution : 

A B 
Division and Program Directors. 
Branch and Section Heads. 


In Le. 


ExHIBIT C 


PARTIAL List OF UNCLASSIFIED ITEMS SUSCEPTIBLE OF PRODUCTION BY 
SMALL BUSINESS 


3’'/30 CAL. COMPONENTS 


Cartridge Tanks Sealing Ring (VT) 

VT Fuze Containers Mk 91 Steel Tracer Hole Plugs 
Gaskets, Proj. Plug-1 Dummy Cartridge Mk 8 Mod 0 
Gaskets, Ctg. Tank Projectile Plug 


3’’/70 CAL, AMMO. 
VT Fuze Container (Ternplate) Mk 2 Cartridge Tanks 


5’’/38 CAL. COMPONENTS 
‘artridge Tanks Projectile Plugs 
T Fuze Container Mk 90-0 Projectile Adapters 
ty Liner libre Grommets 
tg. Tank Mk 17 Wire Pallet Adapters Mk 3 Mod 1 
rk Plugs Mk 2 Mod 1 


- AMMO, 
y Liner Gas Check Gaskets 
lin Wad (563919) Projectile Plug 
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MISC. GUN AMMO., ROCKETS & COMPONENTS 


, 


5’’/54 Cavity Liners 

5’’54 Ctg. Case Cork Plug 

Mk 8 Rubber Gaskets 

Duminy Nose Plugs 45 sec. MTF 
Rubber Gaskets for 8’’55 Powder Tank 
5’’54 Dummy Drill Ctg. Mk 7 


MISC, AIRCRAFT 


2’'25, SCAR Elec. Connectors 
12°75 


Frent Seal Gasket 

Snap Ring 

Shorting Clip Assembly 

Front Seal Dise 

Phosphor Bronze Spring 
Injection Molded Plastic Inhibitor 
Extruded Plastic Inhibitor 
Inhibiting Tape 


AMMO. 


20 mm Ammunition Box Mk 3 Mod 1 
Waterproof Protecting Caps 

Pallet Adapter Mk 7 for 5’’54 ammo, 
Smokeless Powder Box Mk 7 
Signal Container Mk 3 Mod 0 

Steel Ammo. Box Mk 1 Mod 0 


COMPONENTS 


Suspension Bands Mk 3: 


ROCKETS 


Electric Leads 

Inner Propellant Grain Container Mk 
5) 

Outer 
7-0 

Pistol Container Mk 4-0 

Igniters 


Propellant Grain Container Mk 


TORPEDO COMPONENTS 


Chermal Blankets & Pad Assembly 


AVIATION 


ORDNANCE 


Suspension Bank Assembly 
‘. 


COMPONENTS 


Position Deviation Indicator Mk 15 Mod 5 


MINE & DEPTH CHARGE 


Spherical Floats (325 Ib.) 
rine net) 

Terminal 
mines ) 


(for subma- 


Block TB 31 Mod 0O (for 


nt? 


MATERIAL 


ferminal Board TB 8 
Terminal Board TB 10 


5 ROCKETS 


Electrical Connectors 
Rocket Front Closures 
Rocket Nozzle Seals 
Jack Plugs 
Injection 


Strips 


Molded 


Plastic Inhibitor 


Extruded Plastic Inhibitor Strips 
Tunnel Lug Bands 

sutton Lug Bands 

Felt Pads 

Felt Washers 

Pallet Adapters Mk 8 


Exutsir D 


BUREAU OF ORDNANCE—REQL 


BuOrd Request No.. 
Security Classification 
Requested Opening Date 
Destination x 
Method of Shipment 


Section 


Material 
Delivery requirements 
Specifications__ 
Packing 

Special conditions : 


Yes 
Tooling availability CX) 
Vinson Trammel] C) 
Overrun—Underrun %____-.. () 


Bid and Performance Bond 


EST 


Carload—Less Carload____. 
(delete one) 


FOR ADVERTISING SERVICES 


Date 

Appropriatien_____- 
Expenditure Acct_ 

Program aad 
ERA Se itereetomnenn 


Delivery____----. 


sills of Material 
Reproduction Data 
Other (see attached sheet) 
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Recommended bidders______________ Street Address.__..._........ City_- 
BuSandA is (is not) authorized to forward to other potential bidders without 
further reference to BuOrd. 


BUREAU OF ORDNANCE ROUTING 


Origins iting Section : Date 
Tooling Available Currently under NOrd___. With__--~~_- 


Former Contracts Under Which Tooling was Procured 
No Tooling Available. 
(Signature) — 


Maf 
Approved 
(Signature) __- 


Mac 
Approved 


(Signature) 


Small Business Specialist 
Approved 
(Signature) — 


Date......< 
Ad6—d 


Drawings Ordered (Date___- 
Drawings on Hand 


Mad 
Approved { As submitted. 
As amended. 
(Signature) _—_- 
Coa 
Approved and forwarded to BuSandA. 
(Signature) __ 


Section_- 


Ad6—d__- 


; daanitteitgninn ED 
NavOrd Form 1929 (Rev. | /51). 
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Exureir E 


BIDDER’S MAILING LIST APPLICATION ] Apeuicarion wreron | Budget Bares No. #9-Roes 


ALL ANSWERS SHOULD BE TYPED OR PRINTED. SEE REVERSE FOR INFORMATION AND INSTRUCTIONS 





2. ADORESS TO WHICH BIDOING FORMS ARE TO GE MAILED 


| 
m 





A ADORESS OF MAIN BUSINESS OFFICE 


© TYPE OF ORGANIZATION (Check one } 2 WF INCORPORATED, INDICATE IN WHICH STATE 


| CD marnansier 0) comonsnon 


8. NAMES OF OFFICERS, MEMBERS OR OWNERS OF FIRM, PARTNERSHIP. ETC 


PRESIDENT 

















10 PERSONS OR FIRMS AUTHORIZED TO SIGN BIDS AND CONTRAC TS IN YOUR NAME Cf agent, 20 specify) 


NAME T OFFICIAL CAPACITY 


1, PERSONS TO CONTACT ON MATTERS CONCERNING BIDS AND CONTRACTS Uf agent, 20 specify) 


eee Labi Sa : 
NAME {- TELEPHONE NUMBER 
! 


 IMNCATE CLASSES OF EQUIPMENT, COMPOMENTS, MATERIAL AND/OR SERVICES ON WHICH YOU DESIRE TO BID IN ACCORDANCE WITH ATTACHED INSTRUCTIONS 


tA NATURE OF YOUR BUSINESS (Check categories applicable to goods andlor services lisled tm section 12) 


A PERSON OR FIRM OWNING, OPERATING, OR MAINTAINING A FACTORY OR ) A PERSON OR FIRM OWNING, OPERATING, OR MAINTAINING A STORE. WARE 
ESTABLISHMENT THAT FURNISHES THE SERVICES OR PRODUCES. ON THE HOUSE, OR OTHER ESTABLISHMENT IN WHICH MATERIALS, SUPPLIES, ARTICLES. 
PREMISES, THE MATERIALS, SUPPLIES, ARTICLES, OR EQUIPMENT LISTED OR EQUIPMENT, LISTED ABOVE, ARE BOUGHT, KEPT If STOCK. AND SOLD TO 
ABOVE. THE PUBLIC IN THE USUAL COURSE OF BUSINESS. 


A PERSON OR FIRM DEALING IN PARTICULAR KINDS OF SUPPLIES (Lumber A PERSON OR FIRM OWNING, OPERATING. OR MAINTAINING ANY TYPE OF BUS: 
and timber products, coal, machine tools, raw cotton, green coffee, oF hay, NESS WHICH IS PRINCIPALLY ENGAGED IN THE FURNISHING OF NON-PER 
grain, feed, and straw), LISTED ABOVE. AND SATISFYING THE REQUIRE SONAL SERVICES SUCH AS (bed mot Himiled fo) REPAIRING, CLEANING. 
MENTS OF ARTICLE 10! (RB) OF THE REGULATIONS. AS AMENDED, PRE REDECORATING. AERIAL MAPPING. OR RENTAL OF PERSONAL PROPERTY 
SCRIBED BY THE SECRETARY OF LABOR UNDER THE WALSH-HEALEY PUBLIC INCLUDING THE FURNISHING OF NECESSARY REPAIR PARTS OR OTHER SUP 
CONTRACTS ACT (./une 30, :: U.S PLIES AS A PART OF THE SERVICES PERFORMED. 


__ CERTIFICATION 


i CERTIFY that the information supplied herein (inoluding all 
pages attached) is correct, and that no person in any connect 
with this establishment as a principal or employee, so far as is 
known, is now employed by the Federal Government or is now 
debarred by the Federal Government as a bidder for furnishing 
material or supplies. 
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Porm Approved 


BIDDER'S MAILING LIST APPLICATION SUPPLEMENT Budget Bureau No. 22-RO9) 


yomit with report one copy of each of the two most rex t finagcial statemen.s, incl peratling statement 


OPERATIONS ENGINEERING 
waAxiMUM LEVEL 


[MINIMUM (During lant 2 yre) 
r T 


PR Eat tve 
UL rRe adememnee 
RACTS HELO WITH ARME k PAST } f separately) 





CONTRACT NUMBER T DEPARTMENT 








Including warehouse 














learing agency) 


FOR PLANT ONL 


F ANY (Specify) 


SURES (Check) FIWANCIA TATEMENT tN ; t 5 STATEMENTS = DESCRIPTIVE LITERATURE 
ADDITIONAL INFORMATION ATTACHED f BROCHURE CATALO '- PHOTOGRAPHS 


ERTIFY THAT THE NFORMATION SUPPLIED HEREIN (including any pages attached) 1S CORRECT. oe 
ls 
| 


ude @ projection of what you could handle for the military Give briel, representative outline of ty 
edition of machinery, equipment (7) and facilities (#) available If not owned by firm, explain etetus in detail 


DD. ",, 558-1 


| MAME AND ADORESS OF APP ant IGNATURE 
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Form « 


) appurea _) vis Bedea Bureau No, #8-Rost. 


APPLICATION VISION 


ALL ANSWERS SHOULD BE TYPED OR PRINTED. SEE REVERSE FOR INFORMATION AND INSTRUCTIONS 


TYPE OF ORGANIZATION (Check one) 


= rm 
} | 
INDIVIDUAL t J 


PARTNERSHIP CORPORATION 


NAMES OF OFFICERS, MEMBERS OR OWNERS OF FIRM, PARTNERSHIP, ETC 


2 ADORESS TO WHICH BIDDING FORMS ARE TO BE MAILED 


| © Mow tone ic rresmrr susiess . NUMBER OF PERSONS NOW EMPLori 


/ 


7. IF INCORPORATED, INDICATE IN WHICH STATE 











INTRACTS IN YOUR NAME (Jf agent, so epeci/y) 


FFICIAL CAPACITY 





AND CONTRACTS (If agent, 
T 
| 


apecly 


OFFICIAL CAPACITY TELEPHONE NUMBE 


12 WNDICATE CLASSES OF EQUIPMENT, COMPONENTS, MATERIAL AND/OR SERVICES ON WHICH YOU DESIRE TO BID IN ACCORDANCE WITH ATTACHED INSTRUCTIONS 


1d NATURE OF YOUR BUSINESS (Check categorise applicable to goods and/or services listed in section 12) 


[—] A PERSON OR FIRM OWNING, OPERATING, OR MAINTAINING A FACTORY OR 

L_) ESTABLISHMENT THAT FURNISHES THE SERVICES OR PRODUCES, ON THE 
PREMISES, THE MATERIALS, SUPPLIES, ARTICLES, OR EQUIPMENT LISTED 
ABOVE. 


A PERSON OR FIRM DEALING IN PARTICULAR KINOS OF SUPPLIES (Lumber 
and timber products, coal, machine tools, raw cotion, green coffee, or hay, 
grain, feed, and straw), LISTED ABOVE. AND SATISFYING THE REQUIRE 
MENTS OF ARTICLE 101(8) OF THE REGULATIONS. AS AMENDED, PRE 
SCRIBED BY THE SECRETARY OF LABOR UNDER THE WALSH-HEALEY PUBLIC 
CONTRACTS ACT (June 30, 1936; U.S. Code 35) 


THIS SPACE FOR USE BY THE GOVERNMENT 


14 REMARKS 


BUREAU OF ORDNANCE (Cec) 
DEPARTMENT OF THE NAVY 
WASHINGTON 25, D.C. 


DD ‘3 558 


[7] A_PERSON OR FIRM OWNING, OPERATING. OR MAINTAINING A STORE. WARE 

Lt HOUSE, OR OTHER ESTABLISHMENT IN WHICH MATERIALS, SUPPLIES, ARTICLE 
OR EQUIPMENT, LISTED ABOVE, ARE BOUGHT, KEPT IN STOCK, AND SOLQ T 
THE PUBLIC IN THE USUAL COURSE OF BUSINESS. 


A PERSON OR FIRM OWNING. OPERATING, OR MAINTAINING ANY TYPE OF & 
NESS WHICH IS PRINCIPALLY ENGAGED IN THE FURNISHING OF NON-P 
SONAL SERVICES SUCH AS (but mot limited to) REPAIRING, CLE 
REDE CORA TIN: AERIAL MAPPING. OR RENTAL OF PERSONAL PROPE 
INCLUDING THE FURNISHING OF NECESSARY REPAIR PARTS OR OTHER 
PLIES AS A PART OF THE SERVICES PERFORMED. 





* CERTIFICATION 


| CERTIFY that the information supplied herein (including all 
pages attached) is correct, and that no person in any conr 

with this establishment as a principal or employee, so far a 
known, is now employed by the Federal Government or is now 
debarred by the Federal Government as a bidder for furnishing 
material or supplies 


DATE SIGNATURE 
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rma 


BIODER'S MAILING LIST APPLICATION SUPPLEMENT Audget Bureau No. 22 


VOTE Submit with report one copy of each of the two most recent financial statemen 
es 
OPERATIONS aT ENGINEERING PRODUCTION 
+ 


PRESENT LEVEL 
CONTRACTS HELD WITH ARMED SERVICES DURING PAST. 12 MONTHS (List separately) 


CONTRACT NUMBER 


———$———— - —————} — 


pate OE PARTMENT 
m — 


F EQUIPMENT, COMPONENT 


(Type of construction and use) 


FTURITY LEARANCE (If applicable, check highest clearance authorize? by clearing agency 
FOR KEY PERSONNEL FOR P 
OP SECRET INF IDENTIA 


SECRET RESTRICTED 


EPARTMENTS WHICH MAVE GRANTED SECURITY CLEARANCE 


ES, FOUNDRIES, MINES OR YAROS, IF ANY (Specify) 


URES (Check) —__) FIWANCIAL STATEMENTS, INCLUDING OPERATING STATEMENTS C} DESCRIPTIVE LITERATURE 


ADDITIONAL INFORMATION ATTACHED “ BROCHURE [—} CaTALoG me PHOTOGRAPHS 


| CERTIFY THAT THE INFORMATION SUPPLIED HEREIN (including any pages attached) rs 


T 
WAME AND ADORESS OF APPLICANT | SIGNATURE 





Include @ projection of what you could handle for the military 2Give brjef, representative outline of type and 
dition of machinery. equipment (7) and facilities (8) available If mot owned by firm, explain atatusa in detail 
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Exurpit F 


SMALL BUSINESS PROGRAM OF THE BUREAU OF ORDNANCE, DEPARTMENT OI 
NAVY 


1. To aid small firms in getting on bidders’ lists, and to assist them in obtai 
ing subcontract work, the Bureau of Ordnance has created the office of Sn 
Business Specialist, and has established a Procurement Information Service in 
more than 50 locations throughout the United States. These offices are listed j 
this folder. 

2. The Small Business Specialist of the Bureau of Ordnance reviews all pr 
curement requests to determine whether small firms can furnish the materia 
or services needed. Also, he lists firms qualified to receive requests for qui 
tions and invitations to bid. 

3. Prime contractors, at the request of the Bureau of Ordnance, have desi; 
nated 90 small-business liaison officers whom small firms can contact in vari 
cities for subcontract work. The name and address of each of these officers 
furnished herein 

4. A Bureau of Ordnance mobile exhibit which displays items producibl 
small business is undertaking a national tour. It is visiting the largest cit) 
every State and all cities of over 400,000 population. For all procurements 
$50,000 or more, each of the 30 inspection offices is supplied with one set of | 
prints, one set of vandykes, and the applicable Bureau of Ordnance specificatio: 
together with 10 copies of the invitation. These items may be examined by thi 
small-business man at any time during working hours of the offices concerned 
Qualified bidders may obtain without charge a duplicate set of these documents 
5. To assist qualified small-business firms, the Bureau of Ordnance follows a 
liberal policy regarding progress payments and recommendations to the Comp- 
troller of the Navy for approval of guarantied loans on negotiated contracts. 


NAVAL INSPECTION OFFICES SUPPLIED WITH BUREAU OF ORDNANCE INVITATIONS TO BID 


Inspectors of naval material: 
Atl a5, Ga—T770 Spring Street NW. 
saltimore 2, Md 401 North Water Street 
,0ston 7, Mass 120 Tremont Street, P. O. Box 2276 
sridgeport 8, Conn.—1285 Boston Avenue, Building 23C 
suffalo 3, N. Y.—Hotel Buffalo, fourteenth floor, Washington and Swan 
Streets 
Chicago 5, I11.—608 South Dearborn Street 
Cincinnati 2, Ohio—Big Four Building, 230 East Ninth Street 
Cleveland 15, Ohio—1620 Euclid Avenue, third floor 
Detroit 26, Mich.—3476 Penobscott Building, 645 Griswold Street 
Fort Wayne 6, Ind.—3S802 South Calhoun Street 
Houston 14, Tex Mafrige Building, 409 Fannin Street, P. O. Box 4000 
Los Angeles 15, Calif—1206 South Santee Street 
Milwaukee 2, Wis.—783 North Water Street, Walker Building 
Newark 5, N. J.— Naval Ind. Reserve Shipyard, Building 18, Port Newark 
New York 13, N. Y.—250 Hudson Street 
Philadelphia, Pa 17 Brief Avenue, Upper Darby, Pa. 
Pittsburgh 19, Pa.—-Old Port Office Building, room 401 
St. Louis 1, Mo.—Room 701, Buder Building, 707 Market Street 
San Francisco 7, Calif.—Building 18, Foot of Twentieth Street 
Seattle 4, Wash.—412 Lyon Building, 607 Third Avenue 
Springfield, Mass.—Post Office Building, room 314 
Syracuse, N. Y.—General Electric Co., Electronics Park Plant 
Inspectors of naval ordnance: 
Bethlehem, Pa.—Bethlehem Steel Co. 
Long Island City 1, N. Y.—31-10 Thomson Avenue 
Minneapolis 13, Minn.—Northern Pump Co. * 
Philadelphia 40, Pa.—The Midvale Co. (Nicetown) 
Rochester 4, N. Y.—50 West Main Street 
Assistant inspectors of naval material: 
Dallas 1, Tex.—912 South Ervay Street, Lowich Building, P. O. Box 898 
Denver, Colo.—Room 256, New Customs House 
Supervisor or shipbuilding and naval inspector of ordnance: 
Jacksonville, Fla.—1453 Morse Street, P. O. Box 5296 


9) 


I 
I 
J 
I 
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SMALL BUSINESS SPECIALISTS AT UNITED STATES NAVY BUREAU OF ORDNANCE 
ACTIVITIES 


Naval ammunition depots: 
Shumaker, Ark.—Ordnance Technical Officer 
Mare Island, Vallejo, Calif.—Lt. R. G. Barnes 
Crane, Ind.—Mr. J. W. Hudson 
Hingham, Mass.—Lt. D. R. Strouse 
Hastings, Nebr.—Commander M. H. Tinker 
Earle, N. J.—Mr. F. J. Merriman 
McAlester, Okla.—Mr. 8. A. Way 
Portsmouth, Va.—Chief Carpenter C. H. Turner 
al mine depot: 
Yorktown, Va.—Mr. E. W. Franklin 
al ordnance plants: 
Macon, Ga.—Lt. C. M. Mason 
Forest Park, Ill.—Mr. F. E. Dobbs 
Indianapolis, Ind.—Mr. L. W. Stafford 
Louisville, Ky.—Lt. W. H. Knight 
York, Pa.—Lt. R. D. Owen 
South Charleston, W. Va.—Mr. S. G. Mullins 
al ordnance test station: 
Inyokern, China Lake, Calif.—Mr. James W. Carroll 
al ammunition and net depot: 
Seal Beach, Calif.—Lt. H. F. Conley 


Partial list of leading prime contractors of the United States Navy Bureau of 
Ordnance 
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Partial list of leading prime contractors of the United States Navy Bureau of 


Ordnance 


Company and address 


DISTRICT OF COLUMRIA 


Washington: Firestone Tire & Rubber Co., 
1023 Washington Bldg. 15th St. and New 
York Ave 


ILLINOIS 


Chicago: 
Rheem Manufacturing Co., 7600 South 
Kedzie Ave 
Victor Adding 
Rockwell. 


Machine Co., North 


Decatur: Houdaille-Hershey Corp., 800 East 
Kenwood Ave 
Elgin: Elgin National Watch Co 


La Salle: General Time (Westclox 


Division 


Corp. 


INDIANA 
Connersville: Aveo Corp., (Crosley 
Fort Wayne: Wayne Pump Co 
South Bend: Bendix Aviation Corp., Prod 
ucts Division, 401 Bendix Dr 
KENTUCKY 


Louisville: Minneapolis-Moline Co 
B. F. Avery Division, 1721 South 7th St. 


LOUISIANA 


New Orleans: Rheem 
5001 Jefferson Hwy. 


Manufacturing Co 


’ 


MARYLAND 


Sparrows Point: Rheem Manufacturing Co., | 


Box 6718, 
MASSACHUSETTS 


Boston: Transducer Corp., 
wealth Ave 

Chicopee: A. G. Spaulding & Bros., Inc 

East Longmeadow 


1085 Common- 


MICHIGAN 


Alpena: Besser Manufacturing Co 
Ann Arbor: King-Seeley Corp., First 
Conklin 
Detroit 
F. L. Jacobs Co., 1043 Spruce St 


and 


Vickers, Inc., Division of Sperry Corp., 
1400 Oakman Blvd. 
Plymouth: Evans Products Co 


Tecumseh: Tecumseh 
Smith St. 


Products Co., 1941 


MINNESOTA 


Minneapolis: Northern Ordnance, Inc., Co- 
lumbia Heights P. O. 


MISSOURI 
St. Louis: 
Dazey Corp., Warner and Carter Aves. 


McQuay-Norris Manufacturing Co., 4100 
Forest Park. 


Package Machinery Co_| 


Continued 


Representatives appointed as Contact | Product manufac- 


for small business 


H. E. Wirth 


W.H. Roy, purchasing agent... o 

H. M. Wilson, director of purchasing 
and production control. 

L. FE. Covey, purchasing agent. 

M. L. Gaddis, purchasing agent 


T. J. Driscoll, buyer (subcontract) 

W. E. Miller, assistant purchasing 
agent. 

M. C. Budlong, 
Inanager. 


assistant 


E. B. Husselman, purchasing agent. 
A.J. Tremper, director of purchase 
G. E. Stoll, general manager 


Stutzke, production manager. 


Kinabrew, purchasing agent 


’, C. Yorsik, purchashing agent. - 


. J. Pfeiffer 


. W. Fleury, purchasing agent 


.L, Putnam, Jr., production manager | 


R. M. Douglas 
D. T. Warner, vice president in charge 
of purchasing. 


G. W. MacFarlane, purchasing depart- 


ment. 


R. M. McCabe, general purchasing | 


ager.t. 


13. W. Cheetham, assistant director of | 


Purchases. 
F. V. Owen, director of purchases. -_- 


A.J. Bryant, sales manager 


>, Huenke, purchasing agent : 
A. Olish, assistant purchasing agent 
. E. Hecker, Navy Division. 


general | 


| Timing 


tured 


All products in 
District of ¢ 
lumbia area 


('). 


Electronics. 


Projectiles. 


Timing 


nisms. 


Do. 


Electronics. 
Projectiles. 
Electronics. 


Projectiles 


(). 


Projectiles. 
Loader 
nisms. 


mecbha- 


Gun housings 
mecha- 
nisms 


Timing mecha- 
nisms and rocket 
material 

Electronics 


Metal containers 


| Projectiles and 


} 


rocket material 


Gun mounts. 


Projectiles. 
Electronics. 





SMALL 


BUSINESS AND 


MILITARY PROCUREMENT 


233 


Partial list of leading prime contractors of the United States Navy Bureau of 
Ordnance—Centinued 


Company and address 


NEW JERSEY 


Bayonne: Rheem 
Hudson Blvd 
Camden: Radio Corp. of America (RCA 

Victor Division 
Dover: The Eagle Picher Co 
Elizabeth: 
Daystrom, Inc., Daystrom Instrument 
Division, 200 Elmora A ve 
American Type Founders, Inc., 200 E1- 
mora Ave. 
feterboro: Bendix Aviation Corp., 
Pioneer Division. 


Manufacturing Co., 27 


Eclipse 





nton: John A. Roebling’s Sons Co., 640 
S. Broad St. 
NEW YORK 
Brooklyn: 


American Machine & Foundry Co., 5502 
2d Ave. 

1a Corp., 254 36th St 

8 & S Corrugated Paper Machinery Co., 
Inc., 160 North 4th St. 

bullaio 

American Machine & Foundry Co., Box 
187, Station F 

Bell Aircraft Corp., P. O 





Box 1 


Elmira: Bendix Aviation 
Machine Division 
Farmingdale, L. I 
ine Corp. 


Great Neck, L. 1 


Corp., 


Eclipse 


Fairchild Engine & Air 


; Sperry Gyroscope Co., 
ivision of Sperry Corp 
Island City: Ford Instrument Co 


Division of Sperry Corp., 31-10 Thomson 
Maspeth, L. I.: Bulova 
Flushing Ave 

New York 

American Chain & Cable Co., Inc., 230 

Park Ave 

Continental Can Co., 
Poughkeepsie 

VDaystrom Electric Corp » 837 


Watch Co., h 


100 East 42d St 


Main St 


’e Laval Separator Co., foot of Pine St 


Eastman Kodak Co., Camera Works 


Naval Ordnance Division 
vk-] ye Works 
jak Park Works 
Schenectady: General Electric C 


Woodside, L. I.: Bulova Watch Co., 62-10 


OHIO 


Tire & 
tone Parkway 


tone Rubber Co., 1200 Fire 


year Aircraft C mn Rd 


rp., Massil 
Aveo Manufacturing | 


Corp. (Cros ey 


1) Spring Grove Ave 
The Baldwin Co., 1801 Gilbert, fifth 
floor 
Cleveland 


»p & Babcock Manufacturing C 
{41 Hamilton Ave NE 
Carbide & Carbon Corp., 
il Carbon Co., West 117th St. & 
Madison Ave 


Elyria he Colson Corp 
nton: Hoover Co., 101 Maple St 


W. Bliss Co., 1470 Hastings 


Representatives appointed as Contact 
for small business 


P. T. Sullivan, Jr., purchasing agent 


F.C, Bash, manager subcontract divi- 
sion 

Miss C, M, Caprio, purchasing agent 

J. Frank Vernon, Jr 

John Silliman 

A. E 


Raabe, general manager-. 


Spofford, director of purchases; 
Low , vice pres., sales. 


R. K 


E.C 


W. R. Lindgren 
Charles P. Elgin 
J, W. Witt, T. Gorman, M. Levine 


E. W. Forth 


M. C 
tion 


M. P 


yughlin, chief, outside produc- 


general manager 


Whitney, 


G. A. Ryan, processing manager 


W. G. Neuman, 


director of purchases 





G. A. Denn purchasit gent; 
4. O. Nicholson, purcha agent 
Charles Arcularius, manager, subco 


contracting 


Frank Klopf, engineer in ch 


E. J. Williams, vice 
charge of production 








J. B. Jack 

John Hart 

E.G ice president for manu 
fa ‘ 

James Noble 

C. E. Bassett 

John Harbison 

C. L. Wynd 

[. F. Nessler hasing departmer 

David Stanbaugh, vice president 


president (metal items 


Martin, 


). Smith, manager (defense items 
W.J. Blizzard (industrial products 
W. R. Reed, purchasing department 


A. W. 
purchasing. 
F. X 1annon, director of 


ment proce 


Shepman, assistant director of 





St 


irement, 


R. A. Dempsey, purchasing agent 
W. T. Lambert 

R. G. Nightingale, chief engineer 
Lb. L. Glass, purchasing agent 


Hinde, production manager 


McCarthy, director of purcha 


Product manufac 


1 
\ 


ty 


red 


Electronics 


Metal 


containers, 


Electronics. 


Q 
1 


un 


anisms 


loader mech- 


Electronics 
Rocket material 





Gun loader mech- 
anisms 
Electronics 
Ti mecha 
n 
Electronics 
Do 
Do 
Timing n ; 





Steel nets. 


Metal cor 


Electronic 


r 


al fabric 


iming 


isis 


itainers 


ind met- 


ation. 


Gun mounts, 


Electronics. 


Do. 


Do. 


Metal containers 


weKE I 
ctronic 
craf 

guns 

CKt I 


rateri 


ils 


S 
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Partial list of leading prime contractors of the United States Navy Bureau of 
Ordnance—Continued 


Representatives appointed as Contact | Product ma 
for small business tured 


PENNSYLVANIA 


Company and address | 


Bethlehem, Bethlehem Steel Co P. S. Killian, vice president. | Gun barrel forg. 
| ings. 
Bristol: Hunter Manufacturing Co N. M. Rolston, production engineer...) Ammunition 
ing. 
Conshohocken: John Wood Co., 100 Wash- | J. C. Henderson Metal containers 
ington St | 
iporium: Sylvania Electric Products, | R. 8. Merkle.......-- é | Electronics. 
Inc., Radio ‘Tube Division ; 
eton: Blaw-Knox Co., (Lewis Foundry | W. G. Blessing, purchasing agent. | Gun mounts 
& Machine Divisio 
Lancaster: Hamilton Watch Co ‘ F. A. Christofel, manager contract | Timing ny 
section. isms. 
A. B. Sinkler. director of defense orders 
Lester: Rheem Mfg. Co., Engineering Devel- | W. Carson, purchasing agent } (1), 
opment Division, P. O. Box 9178 : : 
Philadelphia: Phileo Corp. 445 East Tioga | W. MacMurtie, general purchasing | Electronics. 
St. | agent. 
Pittsburgh: 
Kerortest Mfg. Co., 2525 } 
National Tube Co., 525 William Penn P1_| 





Liberty Ave | S. D. Clarke, Jr., director of purchases.| Rocket materials, 
G. W. Hultz, buyer in charge of sub- | Bombs. 

contractors. 
Pottstown: Firestone Plastics Co E. V. K. Jayeox : PI 

Sharon: Westinghouse Electric Corp., 469 | G. J. Snyderwire, superintendent | Electronics. 

Sharpsville Ave ordnance purchasing. 

Youngwood: Robertshaw-Fulton Controls | W. D. Miller, director of material._...| Metal containers 

Co. 


astics. 


RHO! 


Providence: Bulova Watch Co., Ine., 42 Emil E, Fachon, vice president... Timing 


Dexter St. isms, 
TEXAS 





Houston: . eo 
Iron Works, Inc., P. ; A.D. Blackledge | Forgings. 


J. Driscoll, purchasing agent. - 55h 3). 
WISCONSIN 


nufacturing Co., 2371 | W. C. Wright, purchasing agent. . . | Timing 
isms, 


= Metal cont 


Hopkins | Walter Froderman ‘ 
. | 
West Bend minum Co.. N.A. Schowalter, director of purchases Do. 
{ 
lucts manufactured”’ are indicated by an asterisk (*) are engaged in def 
Bureau of Ordnance. 


REPRESENTATIVES ON THE GOVERNOR’S COMMISSION FOR SMALL RUSINESS 
SERVING AS POINTS OF CONTACT ON NAVAL ORDNANCE WORK 


Alabama 

W. O. Dobbins, Jr.—Director, 

Alabama State Planning Board, 

102 Church Street, Montgomery 4, Ala. 
Colorado 

Rolle Rand—Executive director, 

Colorado Development Council, 

522 Kittredge Building, Denver, Colo. 
Connecticut 

Sidney A. Edwards—Manager-director, 

State of Connecticut Development Commission 

State Office Building, Hartford, Conn. 


’ 


Florida 
Walter E. Keyes—Director, 
Florida State Improvement Commission, 
P. O. Box. 930, Tallahassee, Fla. 
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Kansas 

Maurice E. Fager—Director, 

Kansas Industrial Development Commission, 

901 Harrison Street, Topeka, Kans. 
Kentucky 

George W. Hubley, Jr.—Executive director, 

Kentucky Small Business Commission, 

Agricultural and Industrial Development Board, Frankfort, Ky. 
Vaine 

BE. C. Hyde—Director, 

State of Maine Executive Department, 

Industrial Mobilization Division, 

Room 608, 477 Congress Street, Portland, Maine 
Michigan 

Donald C. Weeks—Director, 

Department of EKconomic Development, 

422 West Michigan Avenue, Lansing 15, Mich. 
Minnesota 

J. W. Clark—Secretary, 

Department of Business, 

State Capitol, St. Paul 1, Minn. 
Vew Hampshire 

Edward Ellingwood—Executive director, 

State Planning and Development Commission, Concord, N. H. 
New Jersey 

Robert W. Watt, 

New Jersey Industrial Mobilization Committee, 

363 West State Street, Trenton 8, N. J. 
Pennsylvania 

Hon. Andrew J. Sardoni, 

Department of Commerce, 

Commonwealth of Pennsylvania, Harrisburg, Pa. 
South Carolina 

Charles N. Plowden—Director, 

Research, Planning, and Development Board, Columbia, S. C. 
Tennessee 

George I. Whitlatch—Director, 

Tennessee State Planning Commission, 

Industrial Development Division, 

517 Commerce Street, Nashville 3, Tenn. 
Utah 

Ames K. Bagley—Cbairman, 

Governor's Small Business Commission, 

Salisbury Building, Suite 24, 

12 East Second South, Salt Lake City 1, Utah 
Vermont 

James W. Bottomley, 

Vermont Development Commission, 

Montpelier, Vt. 
Wyoming 

Edward Smith—Chairman, 

Greater Wyoming Committee, 

30x 889, Cheyenne, Wyo. 


Senator Moopy. ‘Thank you very much. 
Senator Moopy. Commander Fuller. 





236 SMALL BUSINESS AND MILITARY PROCUREMENT 


Commander Fuller, do you solemnly swear that the testimony you 
are about to give this committee will be the truth, the whole trut! 
and nothing but the truth, so help you God # 

Commander Fuuuer. I do. 


TESTIMONY OF LT. COMDR. FRANK L. FULLER, ASSISTANT HEAD. 
SMALL BUSINESS INDUSTRY COOPERATION BRANCH, OFFICE OF 
NAVAL MATERIAL 


Senator Moopy. Will you proceed? Give your name and position. 

Commander Futxer. Yes, sir. I am Lt. Comdr. Frank L. Fuller, 
Assistant Head of the Small Business Industry Cooperation Branch, 
Office of Naval Material. May I have your permission to read a 
statement ¢ 

Senator Moopy. Yes. 

Commander Futzter. I] am honored to receive this _opportunit) 
to describe the industry cooperation phase of the Navy’s small bus! 
ness-industry cooperation program to this committee. The term ‘in 
dustry cooperation” goes back to the early days of World War IL. 
In many respects, the problems during these days of total mobilization 
were different from today’s problems during a partial mobilization, 
True, small business was looking for an opportunity to participate 
as is the case today but concurre sntly the Navy’s purchasing activities 
were intensively searching for facilities which could See eralls 
produc e the tremendous quantities of the various components and a 
semblies required by the Navy. While the earlier industry coopera 
tion program comprised both a Washington staff similar to. the 
Small Business-Industry Cooperation Branch of today and a field 
staif, current recollections of that operation are strongest with respect 
to the activities of industry cooperation personnel in the field. 

Commander Fox, you will recall, stated that the April 5 directive 
of the Department of Defense enumerated a series of functions 1 
quiring performance in both the Navy’s purchasing and field activities. 
= indicated further that these functions were not se parated. It be- 

‘ame quite obvious to us that a small-business specialist operating 
within the framework of a purchase activity could not perform both 
types of functions successfully. In order, therefore, to obtain a resis 
tic implementation of the directive, steps were taken to create a field 
staff responsible for those functions requiring performance outsid 
the purchasing activity. To differentiate between the two types of 
functions, the term “industry cooperation” of World War IT was 
revived and used to denominate the field functions. 

The Office of Naval Material has a field organization known as the 
Inspectors of Naval Material. Rather than establish a separate field 
organization as was done in World War II, these functions have be: 
assigned to the existing field offices. These offices are located throug! 
out the United States in cities selected to give the maximum coverage of 
industry at the lowest cost to the Government. There are now 29 
dustry cooperation officer billets established. Although we have on!) 
?1 inspector of naval material offices, each has suboffices and sub-sub 
offices, the locations of which are determined by the current workloat 
By appropriately locating the industry cooperation officers with 
the se - ‘es, the services of the entire field organization are available 
throughout the United States. 
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The industry cooperation functions are complementary to the 
small-business specialists which Mr. Watson has just discusse d. In 
order that you may obtain a clear and comprehensive picture of these 
functions, I shall enumerate them for you briefly : 

1. Locate small business concerns capable of participating in pro- 
careie nts to meet current and anticipated requirements. 

. Make recommendations as requested with respect to competency, 
¢ apac ity, and credit of a specific small business concern or concerns 
¢ 5 able of accomplishing a specific requirement. 

Provide small-business specialists, as requested, with executed 
fac ‘tities information—Form DD 558-1—of qualified small-business 
firms for addition to bidders’ lists. You will note that is also a De- 
partment of Defense form which we are now using. It is used for 
7 mation on qualified small-business firms. 

Assist small-business concerns on problems arising during per- 
iakance of contracts such as financing, defense order priority, and 
allocation ratings, inspections, and payments, or direct the personne! 
of such concerns to the proper agencies for assistance. 

Maintain liaison and exchange information with other local Gov- 
ernment agencies for the purpose of rendering the maximum amount 
of assistance to small business. 

Provide, as requested, names of capable small-business firms with 
open capacity that might be utilized by prime contractors who are 
unable to meet delivery schedules due to overloading or inadequacy 
of facilities. 

7. Obtain and provide information, where practicable, concerning 
the availability of subcontracts that might be handled by small firms. 

8. Locate and recommend qualified small-business concerns with 
open capacity for current procurement in labor surplus areas, in other 
~ labor shortage areas, in strategic geographica! dispersal areas, 

‘to supplement or replace sources located in areas that should be 
stoided due to power shortages, transportation considerations, or 
even catastrophe. 

Render emergency assistance as requested, regarding such mat- 
ters as locating open industrial capacity, critical tools, unusual skills 

or knowledge, components, materials, et cetera, that may be located 
within the assigned geographical regions. 

10. Make recommendations as requested in connection with the is- 
suance of certificates of necessity, defense order priorities and alloca- 
tion ratings, financing, and furnishing of Government equipment. 

Advise and assist Government field mobilization agencies, par- 
ticularly those agecies to whom suppliers come for assistance or ad 
vice, regarding Navy procurement requirements and procedures. 

Assist Federal, State and authorized private agencies, if re- 
que ay in making an inventory of the productive facilities of small- 
business concerns and arrange to fur are those agencies such data con- 
cerning small-business sources, facilities, and capabilities as the 

f tion office may have on hand. 

. Maintain contact with the Navy small-business specialists and 
their operations at any and all Navy procurement offices within the 


area. 


l4. Observe the effect of current procurement policies on the amount 
of small-business participation in the procurement program and make 
99841—52—No. 5——16 


£ 
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recommendations regarding changes in existing policies or the formu- 
lation of new policies to increase the amount of such participation, 
So much for the specific duties. 

The industry cooperation—field functions—of the small sata 
industry cooperation program is now in operation although somewhia 
handic: apped, due to the shortage of officer personnel that can devoie 
their time exclusively to these duties. At several points, however, 
notably Detroit and Philadelphia, implementation is in a relatively 
advanced stage. Lt. Comdr. Malcolm Sharpe, a World War IT indu 
try cooperation officer, is performing the functions in Phil: adelphia. 
It was originally our intention to have him describe this program in 
operation to you. The pressures of Lieutenant Commander Sharpe's 
activities are of such a m: agnitude at this time, however, particular], 
due to the Bureau of Ordnance mobile exhibit scheduled for P hila- 
delphia this week, that he was unable to be here today. I have, hovw- 
ever, obtained from him a report of his operations and procedures 
which I will attempt to describe at this time. The Philadelphia oper- 
ation was selected as an example because in that area there is a cross 

section of all the factors involved in the program, that is, a field in- 
spection office, several major purchasing activities, a regional United 
States Department of Commerce office, a variety of types of produc- 
tion capacity both large and small, and several certified distressed 
areas. Furthermore, there have been staged in that area both prime 
contractor-subcontractor exhibits, and industry assistance clinics. 

Mr. Watson, the Bureau of Ordnance Small Business Specialist, 
has stated that his office mails one complete bid set with prints and 
specifications to each of the Navy’s 31 major inspection offices. In 
Philadelphia, Commander Sharpe reproduces the prints in several 
sets, has the procurement described in terms meaningful to a mani 
facturer, and then supplies this data in brief, with one copy of bid an | 
several copies of pr ints, to the regional United States Depariment of 
Commerce oflic e. They in turn relay this description via teletype to 
their field offices in Wilkes-Barre and Scranton. Other cities are 
visited by a field man who carries the prints and other data to Allen- 
town, Reading, Lancaster, and Harrisburg. The Commerce field men 
then match the production requirements with local firms that can 
meet these requirements and the names of these firms are relayed by 
teletype to the regional office where Commander Sharpe does what 
ever verification is indicated and requests bid sets for the selected 
firms. The industry cooperation officer requires a report to evaluate 
the extent of business interest in the various production areas. A cross 
section of how bids were distributed for the period April 1 to 10 is 
listed for your consideration as exhibit (a). 
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EXHIBIT A 


UNITED STATES DEPARTMENT OF COMMERCE, 
BUREAU OF FOREIGN AND DOMESTIC COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, FIELD SERVICE, 
Philadelphia, Pa., April 14, 1952. 
Lt. Comdr. Martcoum S. SHARPE, 
Office of Inspector of Naval Material, 
Upper Darby, Pa. 

DreaAR COMMANDER SHARPE: Attached is report of action taken and disposition 
of drawings received from your office, covering activity in the following offices: 
Philadelphia, Wilkes-Barre, and Scranton. 

This report covers the period April 1 to 10, 1952. 

Very truly yours, 
JOHN J. LENNON, 
Regional Director. 
CLIFFORD W. SHEDD, 
Office of Small Business. 


Report OF ACTION TAKEN AND DISPOSITION OF DRAWINGS RECEIVED FRoM UNITED 
STATES NAVY For PERiop APrit 1-10, 1952 


INVITATION NO. 5848—O0O—B, (B) CORD SLEEVE WITH ETHYL CELLULOSE RINGS LOT 2 


Scranton district office 
Consolidated Molded Products of Scranton bid this job; have not heard results 
to date. 


INVITATION NO, 5849-0-B, PROPELLANT GRAIN CONTAINER 


Philadelphia regional office 

Che following companies have examined prints and intend to submit bids: 
Brisco Box Manufacturing Co., 650 North Delaware Avenue, Camden, N. J. 
James I. DeHaven, 1388 North Mary Street, Lancaster, Pa. 
North Wales Planning Mill, Inc., North Wales, Pa. 

The following companies have received prints—no action reported to date: 
[ween Box Co., Tioga and Memphis Streets, Philadelphia 34, Pa. 
John Galbraith Co., Schuylkill and Bainbridge Streets, Philadelphia, Pa. 
Sunnybrook, Inc., 2826 Mount Carmel Avenue, North Hills, Pa. 
Scranton district office 

Walster Industries, Simpson, Pa., will submit bids on April 29. 


INVITATION NO 5850-0-B, PISTOL CONTAI? 
Wilkes-Barre district office 
Following firms are bidding on this job: 
Coal-O-Matie Co., Dallas, Pa. 
Stedco Products Co., Willkes-Barre, Pa. 


INVITATION NO. 5988-0-B, PROPELLANT GRAIN CONTAINER 


Wilkes-Barre district office 
In addition to those previously reported, the following examined drawings: 
Stedeo Products Co., Wilkes-Barre, Pa. 
Ryman Lumber Co., Wilkes-Barre, Pa. 
Joseph Banks Construction Co., Kingston, Pa. 
Only Walter Williams, Wilkes-Barre, is bidding. 


Scranton district office 
James F. Arthur, of Dickson City, advised that he would bid this job. 
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INVITATION NO 6400-0-B, ETHYL CELLULOSE INHIBITORS 
Philadelphia regional office 

Following firms have received prints. We have not been able to determin 
action taken to date: 
C-Thru Co., 123 North Fourth Street, Philadelphia, Pa. 
F. J. Stokes Machine Co., 5500 Tabor Road, Philadelphia 20, Pa. 
Viplax Products Corp., Beverly, N. J. 


INVITATION NO. 6608—0—-R, MESH WIRE ROPE 


Wilkes-Barre district office 
Other than firms previously reported, no local facilities can handle this work 


Scranton district office 
Pennsylvania Wire & Rope Co., of Williamsport, have prints. Due to tel 
phone tie-up have been unable to get any additional information. 


INVITATION NO, 6415-0-B 


Philadelphia regional office 
The Production Management Co., of Lansdale, Pa., examined prints. We 
have not been able to determine action taken to date. 


INVITATION NO, 6416—0-B, OPEN & STUD LINK CHAIN 


Philadelphia regional office 

The following firms examined prints——no action reported to date: 
Cramps Shipyard, Richmond and Norris Streets, Philadelphia 25, Pa. 
Baldt Anchor Chain & Forge, Sixth and Butler Street, Chester, Pa. 
Wilkes-Barre district office 


The American Chain & Cable Co., Wilkes-Barre, advised it was referring the 
procurement to its York (Pa.) plant. No local facilities can handle. 


INVITATION NO. 6417—0—B, ITEM 1 CABLE 


Scranton district office 

Sent prints to Central Cable Corp. at Jersey Shore, Pa., who advised that 
Okonite Corp., Wilkes-Barre, would be interested and could bid job. Item sent 
to NPA Kingston office. 


INVITATION NO. 6419—0O-B, ANCHOR 8,000 POUNDS 


Philade lphia regional offic ( 
Following firm examined prints—no action reported to date: 
Baldt Anchor Chain & Forge Co., Sixth and Butler Street, Chester, Pa. 
Following firm examined prints, but is not interested at this time: 
Deemer Steel Casting Co., New Castle, Del. 


INVITATION NO, 6427—0—-B, DIAPHRAGM ASSEMBLY 


Philadelphia regional office 
Following firms examined prints—no action reported to date: 
United Machine & Tool, Inc., Cramps Shipyard, Philadelphia 25, Pa. 
Uff Machine Co., Upland, Pa. 
Production Management Co., Lansdale, Pa. 
Wilkes-Barre district office 
Paul Laux Manufacturing Co., Dallas, is bidding for this work. 
Penn Manufacturing Co. examined drawings at this office but was noncom 
mital regarding a bid. 
Scranton district office 


Leo Harding, Scranton, Pa., may bid this job 
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INVITATION NO. 6455—-0—-B, ORDALT SET NO, 2292 


Philadelphia regional office 

The following firms examined prints—no action reported to date: 

Uff Machine Co., Upland, Pa. 
Ralph Swope, 1001 Harrison Street, Philadelphia 24, Pa. 
John M. Rodgers Tool Co., Gloucester City, N. J 

Mr. Noone. That is in the attachments ? 

Commander Fuuuer. Yes, sir, that is the first attachment there. 
Those were distributed through the cooperation of the United States 
Department of Commerce and its field officers. 

I think you will note that we are getting a rather wide distribution 
throughout the States. 

An interesting thing about that, sir, is that for the firms’ names that 
are sent in, about 70 percent of those firms actually submit bids, so 
that we are conserving not only manpower in mailing out bid sets, but 
getting results. 

Senator Moopy. Your problem of course is to find out where the 
facilities are and their proble m is to find out what you want. 

Commander Futter. That is right, put the two of them together. 

Senator Moopy. And your system is to connect the two things to- 
gether, is that not right? 

Commander Futter. That is the key to the problem. 

Senator Moopy. Mr. Noone suggests this question—perhaps he had 
better ask it. 

Mr. Noone. Commander, is there any delay through this procedure, 
any time lag between the time it is originally sent to your office and the 
time you finally furnish copies of the bid to these selected firms? 

Commander Fuuier. There is an operational lag of about 1 day to 
have the print reproduced and then it takes part of a di ay to describe 
it and relay that information out to the field offices, but at the most, 
you see, that is 2 days. 

Assuming that within the third or fourth day we find firms who 
when given an opportunity to look over the bid sheet determine defi- 
nitely at that time whether or not they can produce the item. ‘They 
have most of the basic facts before they even wire for their bid sheets. 
Ordinarily there are 28 days from the time the procurement is adver- 
tised until the close. We find that we are getting a high percentage 
of response from those firms who hawk had a chance to look at the 
procurement in advance. 

Mr. Noone. So, there is no great handicap to the firm due to this 
procedure where there is a 4-day lag? 

Commander Fuuier. No. Actually, it speeds up the procedure 
because our field people are equipped not only with bid sheets and 
prints but general specifications and they are right there to explain 
them to interested firms. 

Mr. Noonr. Thank you. 

Senator Moopy. Will you proceed, Commander? 

Commander Futzer. In general, this is the procedure in operation 

n the inspection offices throughout the United States. The operating 
natant of the Bureau of ‘Supplies and Accounts direct the small- 
business specialists to use this field organization whenever it. is needed 
to increase the number of small-business firms on established bidders’ 
lists, or for any suitable procurement. 
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This type of team, that is, the small-business specialists and tly 
industry cooperation field ollicers of the inspection offices can be 
brought to bear very effectively also on distressed areas that have a 
broad var iety of mi anufacturers. as in the case of Detroit. 

Senator Moopy. I am very glad to hear you say that. [Laughter. 

Commander FULLER. Thank y you, sir. That is w hy our offices coy: 
distressed areas such as that, because we not only want to he Ip t] 
business of small firms, but we also want to get that help to need) 
small firms which are capable. 

Senator Moony. That is good. 

Commander Fuuiter. Within a week of the time the defense Dis 
tressed Area Task Force was established, the naval inspector in De 
troit began receiving three complete bid sets for every procurement 
being processed through the N: iy Purchasing Office, Washington, 
That Office handles not 7 the Navy Purch asing Offic e, Washineton, 
assigned procurement such as all De partment of Defense hand tools 
materials handling sddinmsant, et cetera, but they also process | 
distribution of advertised procurements for the major procurement 
serene that is, Ordnance, Ships, and Aeronautics. Capt. W. T. 
Hart, the inspector of naval material at Detroit, reports that since the 
task force started concentrating on Detroit about the middle of Jan- 
uary, until April 1, his office received 276 bid sets, distributed 214 bid 
sets to interested firms, made 42 plant inspections, called an additional] 
45 firms and intervie wed representat ives averaging 10 firms daily who 
called at the inspector’s office. The data reg rarding: these procurements 
as contrasted to the method used in Philadelphia, was relayed to the 
Navy inspection offices at Alpena, Bay City, Grand Rapids, Jacksor 
and Kalamazoo, as well as to the Detroit Board of Commerce, the 
Governor’s Emergency Defense Contracts Commission, Detroit Small 
Defense Plant Administration Office, Detroit Air Force Field Pro 
curement Commission and the Detroit Army Ordnance District smail- 
business office. 

As a result of the above widespread distribution of procurement 
opportunities to field operating personnel who are intimately co! 
cerned with business on a face-to-face basis, as at Detroit, many add 
tional bids were received by Navy Purchasing Office, Washington, a1 
the bureaus. Not many prime contracts were let, however, due to t! 
high one subm itted, but at least m: iny firms had the opportunity to 
participate, and have now consulted with Navy field officers and hav 
estal lished themselves as new bidders in the Navy supply system. 

Senator Moopy. Commander, do they have the opportunity 
in the distressed area to match the lowest bid received from some ot! 
area ¢ 

Commander Futter. That is correct. 

Senator Moopy. We ran across a situation the other day involvi 
Manpower Policy No. 4 , 

Commander Futurr. The c omplete i implementation of that was 
issued at that time—that is, at the time Detroit became distressed 

Senator Moopy. Had that gone all the way down to the operatil g 
level, the contract ing’ ofhicer ? 

Commander Fuiier. That had not at that time seeped all the 
down to the operating level. 
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Senator Moopy. There was a situation where someone had gone to 
the Army and asked for a set-aside of a certain part of procurement 
and I would like to find out whether or not that situation had arisen 
elsewhere. 

Commander Futter. We made an analysis of the bids and returned 
that analysis to the naval inspector so that he would know how the 
bidders from the Detroit area were comparing with the bids of the 
other bidders received from other sections of the country. The dis- 
tress situation at Detroit, however, was very early in the game and 
prior to the issuance of the implementation instruction on Manpower 
Policy No. 4. 

Matching lowest bids, by the way, as has just been called to my 
attention, is only for negotiated procurements; it cannot happen on 
advertised procurements, 

Now, I would like to examine for a moment also the procedure Com- 
mander Fox referred to as one-stop counseling service, as it relates 
to industry cooperation. A potential supplier need not make a long 
and expensive trip to Washington. He can go to the nearest industry 
cooperation officer, as well as to any of the small-business specialists, 

nd obtain assistance in determining what the N: avy pure "he ses 1 hat he 
ied be able to produce. He will be given bidders’ mailing list appli- 

eation forms and told the addresses to which they should be n nailed 

to be considered for the bidders’ lists for all items he wishes to bid on. 
A manufacturer in Minnesota can fo to the nearest inspection oltice, 
which is Minneapolis, and find out about types of procurements in 
Yards and Docks Supply Oillice, Port Hueneme, Calif., or Navy Pur- 

hasing Office, New York City, or any of the other Navy purchasing 
olin. without having to personally come to Washington or travel to 
any of the other oflices. 

Industry cooperation officers, as well as the Navy inspectors, have 
been very active with respect to the 29 prime contractor-subcontractor 
exhibits and industry assistance clinics which have been staged dur ing 
the year. It is interesting to note that in the distressed area de sig- 
nated as the Wilkes-Barre-Scranton area, since the first assistance 
clinic was held on October 17, 1951, Navy contracts totaling $42,506,079 

ie been placed with 31 firms, who have further subcontracted these 
contracts to an additional 40 firms in the area. Another example ot 

stering subcontracting at exhibits can be drawn from the upper 
Midwest Armed Forces procurement display January S to LO, 1952. 
The Minneapolis Navy Inspection Office, in addition to participating 
all the details of preparing the display and arranging for Navy 
prime contractors to exhibit, assemb! led and made available carefully 
prepared lists of prime contractors who wanted to subcontract. but 
ho were not exhibiting at that display. 

These lists of subcontractor opportunities were provided by the 

spection offices in the contiguous are: * such as Milwaukee, Wis., and 
1) ivenport and Cedar Rapids, lowa. Copies of these lists are sub- 
mitted as exhibit (B) 





244 SMALL BUSINESS AND MILITARY PROCUREMENT 


(Exhibit (B) follows:) 
ExHisitr B 


Masor Navy CoNrractors IN Uprer Mipwest AREA HAVING PRESENT OR Near 
FUTURE CONTRACTING REQUIREMENTS 


This brochure supplements the opportunities for subcontracting offered jy 
Navy contractors exhibiting at the upper Midwest Armed Forces procurement 
display. While not exhibiting, the contractors listed in this brochure have cer- 
tain subcontracting requirements at the present time or may have requirements 
in the near future. Efforts have been made to compile sufficient information so 
that your company can determine if it has necessary facilities for doing this 
work. Contacts for further details should be made direct to the person listed 
as contact man at the address of the company having requirements. 

Major Navy contractors in the assistant inspector of naval material, Minne- 
apolis, Minn., area having subcontracting requirements are exhibiting their 
needs at their respective display booths. Complete information may be ob 
tained from them by visiting their exhibits. 

Contractors are welcome to examine the blueprints, drawings, and brochures 
mentioned in this listing at the Navy booth, as they are the only available copies, 
These must be examined and left at the Navy booth. 

It is hoped that this listing will prove of value to interested contractors. 
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Now, this is a local list of actual subcontract opportunities that 
was assembled for the exhibit in Minnez apolis, and it lists those firms 
who were not exhibiting, but who are in the contiguous areas that 
would be logical subcontracting opportunities for people at that 
exhibit. 

Again the emphasis was placed on providing small-business men 
with opportunities to work out their particular problem as close to 
home as possible by subcontracting with prime contractors in that part 
of the country. 

Senator Moopy. I think that is a particularly intelligent way of 
carrying that out because otherwise you would have too much cross- 

shipment across the country, and it obviously would be an expensive 
operation. 

Will you tell me, Commander, when this vigorous approach really 
had its ineipiency in the Navy? I notice the general order of the 
Bureau of Ordnance was July 1951. Was that about the same time 
that you started going after this one? 

Commander Futier. V ery shortly thereafter we started working on 
the paper details of working these things out. 

Mr. Watson has pointed out to you that they issued their directive. 
We began assembling lists of prime contractors. The first example, 
however, of preparing lists for specially designed clinics was done by 
us—was done in January. 

Senator Moopy. Of this year? 

Commander Futter. That is right, yes. 

Senator Moopy. I am glad you are progressing. 

Commander Futier. We feel that in fostering community or geo- 

vraphical integration in this manner there is less disruption of estab- 
lished local working relationships between manufacturers and sup- 
pliers—primes and subs—and hence, a more closely integrated system 
of industrial community upon which to draw productive capacity in 
case of all-out mobilization. 

There is another valuable service the industry cooperation officers 

able to provide. It is Navy policy that new facilities which dupli- 
cate available unused production capacity will not be sponsored or 
provided. The problem becomes one of locating alternate capacity 

r determining that no suitable capacity exists. This is a field in- 

entory problem and is investigated in the field by the inspectors of 

aval material through the industry cooperation sections. Any suit- 

ble production plants that could produce the requirements are report- 
ed to the bureau considering the application for additional Govern- 
ment-furnished facilities or certificates of necessity. They in turn can 

hen balance the planned production and delivery requirements 
against the feasibility of using any other plants reported by the field 
officers. Oftentimes this has been a gre at assistance to procurement 
planning sections and has saved scarce materials and machine tools 
during the critical preliminary mobilization stages. 

A fundamental concept of the industry cooperation program is to 

handle small-business problems on a case-by-case basis for each indi- 
vidual firm that presents its case or problem to the field officers. True, 
we do provide as much general information regarding procurement 
procedures and individual procurements as possible. However, we 
believe that in the final an: alysis each small manufacturing firm must 
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_be guided in matching his particular facilities, know-how, and open 

‘apacity with the most appropriate bidders’ lists, specific current pro 
curements, or nearest logical prime contractors. 

Now to summarize briefly : 

The Navy has a method to screen all procurements to determine 
their suitability for small-business participation. This is done by the 
small-business specialist in the procurement offices. 

There is a widespread field organization to locate needy but capable 
small-business firms to partic ipate in the bid opportunities provided 
by the small-business specialists. 

The field organization and the small-business specialists are avail 
able for consultation with representatives of small firms on an indi- 
vidual case-to-case basis so that a visit to one of these Navy offices 
will, as this innovation develops, serve as a visit to all major Nay, 
purchasing offices. 

An over-all statistical recording system is in operation to guide 
the Small Business-Industry Cooperation Branch of the Office of 
Naval Material, which, as has been reported, establishes the policies 
and procedures for the over-all small business-industry cooperation 
program. 

The current statistics for the program indicate that we are on 
course and are increasing the share of the Navy’s procurement dollar 
that is going to small business in accordance with the established policy 
of the Congress. 

Senator Moony. I think that is true, and I am very glad you are. 
Commander, That is the entire purpose of this committee, to have 
small business get its fair share of this thing, and also, of course, to 
broaden the productive base for military procurement. 

I asked the previous witness if they had any amount of the sub 
contracting that they have done—small business—and TI assume you 

cannot be any more specific. Could I have any more specific infor 
mation than that? 

Commander Futier. I am very reluctant to give any subcontracting 
firures because any one firm is only typical of a type of industry. 

Senator Moopy. That is right. 

Commander Futter. And these example figures are not applicabl 
to the total Navy procurement dollar. We do have various figures 
on subcontracting, and they seem to be very favorable. 

sone Moopy. Mr. Noone. 

. NoonrE. Commander, I believe last year your office conducted a 
survey among some of the large Navy prime contractors. I believe 
you went down to the third or fourth tier of subcontracting and came 
up with some very interesting information on the participation of 
small business in naval procurement. Have you had an opportunity to 
bring that up to date? 

Commander Futter. I do not have those figures with me, sir. 

Commander Fox. We have some figures. I think Mr. Bulette will 
expand in his statement some of the information that the Senator 
seeks. 

Mr. Noonr. Fine. 

Senator Moopy. Thank you very much, Commander. I appreciate 
your statement. 

Commander Futter. Thank you very much, sir, for the opportunity 
of appearing. 
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Senator Moopy. Mr. Bulette? Do you solemnly swear the testi- 
mony you are about to give before the committee will be the truth, the 
whole truth, and nothing but the truth, so help you God ¢ 

Mr. Buuerre. Yes, sir. 

Senator Moopy. Mr. Bulette, will you state your position in the 
aval picture ¢ 


TESTIMONY OF W. C. BULETTE, ADVISER TO CHIEF, OFFICE OF 
NAVAL MATERIAL 


Mr. Buterre. My present connection with the Navy is that of ad- 
ser to the Chief, Ottice of Naval Material, Commander Fox. 
Senator Moopy. Yes, sir. 

Mr. Buterre. Now, Mr. Chairman, I have no prepared speech. I 
vas requested to attend this meeting, with the thought that if there 
were any things that might have been omitted that might be knitted 
together, [ might undertake a0 

Senator Moopy. You have been here, Mr. Bulette. Do you feel that 
you have observed in the testi imony of the others anything you would 
like to add ? 

Mr. Buuerre. I have not particularly, Mr. Chairman, except that 
[ do think there are one or two things that I should like to emphasize. 
[ should hike to preface my remarks by saying that I do not want to 
lisap point you on the subcontracting data, but we just do not have 
too much information about it, and 1 am going to give you what we 
nave, 

I shall also take a moment to discuss what I think are the inherent 
dvantages, opportunities, and realizations of the Navy program in 

at direction. 

Senator Moopy. All right, sir. Will you proceed, 

Mr. Buterre. Now, my service with the Department dates from 
July 1951, and my assingment was to undertake to advise on the mat- 
ter of small-business participation, the small-business participation 
program. for the naval services. 

You will have to excuse me if I do not appear too technical or 
echnical enough in these Navy terms, because I am a Jandlubber, of 
ourse, and Iam not familiar with the Navy except my recent contacts. 

But I did want to say, as a matter of added emphasis, that the 

mportant thing to me, in checking the program, has been to see, of 

urse, whether we were doing the best we could in obtaining the 
desired objectives and, of course, to suggest and undertake to formu- 
ate, where possible, with the assistance of our Navy organization— 
ind it has been very able assistance—the ideas of suggesting such 
mprovements or changes in plans as might aid in the effectuating of 
program. 

Now, I personally want to say that I feel the Navy has made some 

ry fair, if not fine progress in this matter. I am going over, for 

sake of emphasizing the matter the fiscal year 1951 accomplish- 

nt, with respect to small-business participation—with cen Hr to 
all-business participation, compare that 18.1-percent figure that has 
en mentioned already, representing the amount of the procurement 
ars of the Navy going to small business, and to say that in the year 

2, the stepping- up of that to 22.6 percent compares—and this, for 

e purpose of a further observation I should like to make compari- 
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sons—with the third qui urter of the fiscal year 1952, where we h: 
been able, in the first 3 months of this year, the calendar year— 

Senator Moopvy. You said the third quarter of — 

Mr. Buterre. The third quarter of the fiscal year 1952. 

Senator Moopy. You are speaking of the fiscal year? 

Mr. Buuerre. Fiscal year 1952, third quarter. 

Senator Moopy. I see. 

Mr. Buuerre. And out of that I am taking—which is, of course, 
first quarter of our calendar year—— 

Senator Moony. I see. 

Mr. Burerre. And I am comparing those 3 months of the amount o 
business, the volume that has gone to small business, as represe 
by the figure 27.7 percent. We do not expect that we can maint 
that, because ae re are certain things that enter into the reason fo: 
in the way of particular kinds of products that are purchased, 
the comparison is 18.1 for fiscal 1951, the cumulative total of 
for fiscal 1952 to date, and taking the third quarter of fiscal 1952 
out, ended March 31, we have in that third quarter been able to sie) 
up to 27.7 percent. 

Now, the reason that I mention that was because I want to compa 
that figure with the potential that we have, as we see it, to give t 
small business, of the Navy total procurement program. That figur 
has also been brought out as 38.7 percent—that was brought out 
Commander Fox—of the total procurement expenditures that are 
available to small business if they got it all. 

Now, we have gone into a little effort to.determine that figure pretty 
accurately. We have, of course, the idea that there will be some minoi 
mistakes, but we think the figure is relatively accurate, practically so 
for any purpose ; that there is 38.7 percent of this dollar that is avail 
able to small business, and so up against that I want to lay this Higin 
of 27.7 percent that we have arrived at for the first quarter, and : 
with the reservation that that may drop or may increase, but i 
getting to the point where increasing it becomes more diflicult becaus 
we are down to the hard core of the situation. 

Senator Moopy. When you say that small business is capab 
doing 38.7 percent of the contract work done by the Navy, you are 
including the subcontracting work for small business that it could di 

Mr. Buverre. That is right. 

Senator Moopy. Through other prime contractors; is that right / 

Mr. Burerre. This is purely referring to prime contracts; that 
right, Mr. Chairman. 

Senator Moopy. In short, while small business might absorb pai 
of an airframe or an aircraft engine, you could not let a major 
tract or rather a prime contract——— 

Mr. Buierre. That is correct. 

Senator Moopy (continuing). To small business for that item: is 
that correct ? 

Mr. Buterre. That is right. 

Senator Moopy. I take it that slightly more than 60 percent of 
ol the Navy items, then, are not adaptable to direct prime conti 
work by small business; is that correct ? 

Mr. Buterre. That is right, Mr. Chairman; that is right. 

Senator Moopy. Can you olive the committee a figure of the tot 1] 
dollar value of small business contracts since the Korean invasio! 
June of 1950? 
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Mr. Buterre. I have that figure, but I do not have it available. 

Senator Moopy. I see Commander Fox is coming forward. He may 
have that. 

Commander Fox. I have to do a little addition, but I will give it 
to you. 

Mr. Buterre. Shall I proceed? 

Senator Moopy. Yes. 

Mr. Buterre. I wanted to lay that out, Mr. Chairmar 1, Just so that 
we would get a pretty fair perspective of the picture of prime con- 

actors so far as small business is concerned with the Navy. 

Naw, the question naturally arises, well now, if we have a potential 
f 38.7, and we have only been able to develop at our highest peak 
O77 percent, why can’t we get more of it or how muc *h more of it can 
we get or why shouldn't we vet all of it? Sol, to cl arify that pic ture, 
ave here a few reasons why, specifically why, the 11-percent differer 

is going to be very much hs arder to obtain. 

May I say — that, that I do not mean we are going to give up 
trving either, but it is becoming more difficult, obviously, as you get 
into that hard core. 

The reasons why that other 11 percent may not be available in 
prime contracts to small business, or why it has not been realized 1 
part, are for such reasons as these: Small business m: iy not have been 
the low bidder: small business may not even have bid on the items. 

Now, we do find that, as strange as it seems, at times there are bids 
where small business does not bid-on the particular item even though 
we feel they are qualified to make it. Industry cooperation effort, 

iowever, is going to assist in that. 

Small business may have a qualified bid. There may be some points 

n it that they want to qualify their bid on, which, as against a bid = 
without qué alifications, means that they lose the business opportunit 

Then, small business may not have heen competent, either from the 
side of credit or from the side of production ability. Now, that . 
determined by our preaward surveys which are made in the field, 
which the business, its capacity, its financial ability, and all that 
reported. 

Then, concerns that have produced such items may have been unable 
to bid on account of being filled to their capacity, or the delivery 
term may have been short or they felt in view of existing busi 

iey could not do justice to this bid. 

[ want to mention those items just to try if I could, to clarify the 

‘ason why, in our thinking, and with the facts, that it is not possible 
to ever realize the full amount of that 38 percent. 

Senator Moopy. I think that is quite clear. And I would like to 
say that while this committee was formed to help small business, and 

it its prim: ry objec tive is that, we are not endeavori ing to be unfair 
to larger business e “ither. 

Of course, there are cases where larger coneerns are more con netent 

ake an item or to make it for less money. where it would not be 
od policy to take it away from them and give it to small bu 


iIsiness, 


We are trying to do all we can to he Ip sme all business. but not to the 
stent of really undermining the relationship between lan 
l the Government, because they are both necessar V, t 
ked and part of the industrial community. and 


Y’ 
1 } 
} 


if hott 
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to bring out a number of times this morning, very often the best and 
most constructive contributions that can be "made or obtained from: 
small business is through a subcontract, there is no doubt about that. 

Mr. Buterre. That is right. 

Senator Moovy. Do you have any further statement, Mr. Bulette/ 

Mr. Buterre. Nothing further on that particular subject. 

I thought I might take a moment here to go into this subcontractor 
thing just by way of a general statement. 

Senator Moopy. I have another meeting at 11:45, so if you can 
make that statement rather brief, I would appreciate it. 

Mr. Buterre. Yes, sir; I shall do that. 

This subcontracting thing, in my opinion, does hold out the great 
est promise for small business. 

Now, I think dollarwise it has much more possibilities than the 
dollars of prime contract award possibilities. I say that because | 
was a small industrialist myself, and I remember in World War | 
that I never took a prime contract, never had a prime contract, to 
the best of my recollection, but I had about 75 percent of our capacity, 
I should guess, on subcontract work for defense. 

Senator Moopy. That is right. 

Well, you do not have any way of pin-pointing that, and I think 
we understind each other on that. 

Are you doing anything specifically 

Mr. Buterre. We are trying to. 

Senator Moopy (continuing). Trying to stimulate that ? 

Mr. Buterre. We are trying to stimulate it. Of course, the in- 
dustry-cooperation presentation here went into that, and we have 

Senator Moony. Yes; I know that. 

Mr. Buterre (continuing). Our clinics and our moving shows 
and things of that kind, but what we are trying to do now is to get 
a measuring stick with which to really estimate how much this 
amounts to and get some figures on it. 

Senator Moopy. Well, so long as a miximum amount is being done, 
the statistics are not so important. 

Mr. Burerre. That is right. 

Senator Moopy. I might say that Commander Fox has just h: anded 
me a memorandum in which he gives the total of dollar contrac 
let to small business on a prime basis. Did you mean June of 1950 
or June of 1951? 

Commander Fox. June of 1950; that was the beginning of Korea. 

Senator Moopy. This note says June of 1951. You mean Jw 
of 1950? 

Commander Fox. I mean June of 1950. 

Senator Moopy. June of 1950 to March of 1952, the total was 
$3.136,000,000, which is a very substantial amount of work, of course. 
Mr. Buerre. I do have some cases here, Mr. Chairman, but pro! 
ably they will not be of importance—the breaking down of a few 

‘ases of subcontractors. I shall leave that to your discretion. 

Senator Moopy. We are going to have on Thursday a hearing on 
how some of the larger contractors have broken down their contracts 
into small contracts and, perhaps, you can submit those examples for 
the record. We will be glad to have them if you do that, and I think 
that would be the best. w ay to handle them. 

Thank you very much. 
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Mr. Buverre. Thank you. 

Senator Moopy. Will the witnesses who alre: idy have testified come 
up fora few questions from Mr. Noone? 

Commander Fox. Before you leave, sir, I would like to ju 
traighten out one thing, whic h I think m: Ly possibly have been mis- 
ul ada rstood. 

When Commander Fuller was speaking of DMP4, you asked a 
uestion as to whether implementation had been effected with regard 


to DMP4. 

Senator Moopy. Yes. 

Commander Fox. We published DMP4, implemented it on the 20th 

f March, which was almost immediately after it had been passed by 

e Munitions Board. 

Senator Moopy. That is right. 

Commander Fox. Now, the period of time he was reporting on in 
Detroit was considerably prior to DMP4, 

Senator Moopy. | understood that. 

Commander Fox. Prior to the time DMP4 would have been in effect 

Senator Moopy. What I asked the Commander before was whether 
DMP4 was being implemented now, not at that time. 

Commander Fox. It is being implemented now at all levels. I want 
that clearly shown on the record. It is implemented completely, and 
on all levels of procurement and out in the field as well as here in 
Washington. 

Senator Moopy. There is one thing about that I would like to ask: 
Is there a cut-off date in that thing so that only bids that are sub- 
mitted after a certain date will be considered for DMP4? 

Commander.Fox. No: there is not cut-off date on it. 

Senator Moopy. There isnot? Because there is one area in my State, 

e Greenville-[onia building area, where I have been informed by 
i very responsible source that the effort to implement this order has 
been handicapped by the fact that if a bid was not submitted after a 
certain date it was not declared to be in effect. 

Well, of course, the purpose of the thing is to absorb surplus labor 

s quickly as possible, and to provide business in areas that are down 
just as rapidly as is possible. 

Commander Fox. Quite the opposite. What we say, Senator, and 
I will just quote it right out of the order: 

All contracting officers shall apply the policy set forth therein effective npon 

eipt of this directive and to the extent prescribed by paragraph (d) (5) (B) 

nclosure— 

hich was the policy. So, rather than a cut-off date, we made 
- ‘tive upon receipt. 

nator Mcopy. Yes: I understand that. But, say, bids have been 
bmitted in February on a certain item of procurement. Would you 

the privilege of matching to a company in a distressed area now 
ler this order if the bid had been submitted in February but the 
tract had not been let ? 

Commander Fox. Yes: we would. However, I was present when 

‘Greenville situation was discussed. The Army had gone on out 

\ivertise the whole thing, and the suggestion was made that the 
rtising be pulled back in at that point. It was not in negotiatio 
99841—52-—No. 5 17 
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1 remember the case. That was a Quartermaster case out of Chicacy 
Senator Moony. Well, I was not referring only to that one. 
Commander Fox. I see. 

Senator Moopy. That was not the case I was referring to. 

Commander Fox. I am sorry, sir. 

Senator Moopy. I was referring to another case which was cx 
to my attention by Mr. Dale Stafford, who is the editor of the Gr 
ville News and was trying to do what he could for the community 
a public service basis, that he detected the difficulty that some firns 
had submitted bids before a certain date—I think it was March 16, if 
my memory serves me—they were told again, if my memory is rig 
that only those bids submitted after that date would be considere: 
applicable under Manpower Policy 4. 

Well, you see, if that is true, then the actual letting of the cont: 
and actual work would not be begun for some time ahead, a 
should think that Manpower 4 ought to be applied to any contr 
that have not actually been let, whatever date the bid was sent 
is that right, Mr. Watson / 

Mr. Wa TSON. As I Say, that is correct. The Bureau of Ordn 
received the order Commander Fox has read to you, and imn 
ately applhed it to all orders which had not been consummated 

Commander Fox. There was no cut-off date in the Navy. 

Mr. Warson. That is right; regardless. 

Senator Moony. Was that so in the Army 4 

Commander Fox. I do not know, sir. 

Senator Moopy. Was there in the Air Force / 

Commander Fox. I do not know that. 


STATEMENT OF WILLIAM H. HINE, CHIEF, OFFICE OF SMAL! 
BUSINESS, AIR MATERIEL COMMAND 


Senator Moony. Will you state your name, please. 

Mr. Hine. William H. Hine, Chief of the Office of Small Busi: 
Air Matériel Command, with headquarters at Wright Field. 

To answer your question specifically as to the break-off point 
at any time up to the point where the award has not been 1 
regardless of when the procurement has been initiated. 

Senator Moopy. I see. 

Mr. Hene. I think that was the interpretation of most of 
Services. 

Commander Fox. It is certainly ours. 

Senator Moopy. If the award had not been made Manpow 
applies ¢ 

Mr. Hine. Yes, sir. 

Senator Moopy. Regardless of the date when the bid was ma 

Mr. Hine. Regardless of the date of the initiation. It may have 
been initiated a vear ago. If it has not been awarded now it woul 
still come under DMP 4. 

Senator Moopy. That is exactly what I hoped the position 
be, and if it were not. I was going to ask you to make it that be 
the purpose of this thing, of course, is to get immediate actior 

Commander Fox. It would defeat the purpose of it. 

Senator Moony. That is ex: ictly the point. 
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Mr. Hine. We have had people who have refused to use it unless 
we announced our previous intention to do so or if a given area had 
not been certified as of a certain date, but by our policy y the break-off 
point is any time up to the actual award of the contract. 

Senator Moopy. Well, I am going to ask Mr. Stafford and the 
company that he was referring to to | get in touch with you, sir, and 
vou. Mr. Watson, and see whether something cannot be done in that 
instance. 

Mr. Watson. What is that instance ¢ 

Senator Moopy. Are you familiar with this Greenville situation ¢ 

Mr. Watson. Is there a specific case ¢ 

Senator Moopy. Yes, there was a specific case. 

Mr. Watson. Is that with the Bureau of Ordnance ¢ 

Senator Moopy. I do not have it here in the committee room this 
morning, but I do have correspondence in my office. 

Commander Fox. It is probably similar to the Iron Mountain situ- 
ition, a sole industry in the town, and the whole town depends on it. 

Senator Moopy. By the way, what about the Iron Mountain situ 
ation, did you give them a contract / 

Commander Fox. I do not know. 

Senator Moopy. That is the situation where an entire town is de 
pendent on this plant. 

Commander Fox. That is correct. 

Senator Moopy. I would appreciate very much if you could do 

r icmost to do something ror leon Mountain because in that, like 
other areas, 1f 1s so important to all the people there who own their 
homes. Some people would advise them to move away from the com 
munity. Of course, they have lived there all their lives, and that is 
not the proper solution of the thing. ‘The thing is to try to find a way 
to use the productive facilities if they can. 

[f you can do something on either one of those communities it would 
be a great service to the State, and I would consider it a personal favor 
to me, 

Commander Fox. Yes, sir. 

Senator Moopy. To find a fair and equitable way to do it. 

lam afraid I am going to have to turn this over to Mr. Noone at 
this point because I am already a little late for this other engagement. 

Mr. Noonr. You gentlemen have commented generally on your 
backgrounds. I was interested in obt: aining a little more detail, how 
ever, as to Just what previous experience you had in procurement or 

the operations of a small firm. 

Mr. Watson, I believe you stated that you had been in the Navy 
Department for 10 years / 

lr. Warson. That is correct, sir. After graduating from Brown 
Uy Nees where I was a Phi Beta Kappa student, with honors in 

nomics, I had 22 years of business experience, including 9 years as 
rector of Research for the 1: argest advertising agency in the United 
ites, which was big business, and then a vice presidenc: vy of a small 
ipany doing business research for a number of years. 

came down to the Navy in 1942 to help them out in procuring 

nunition, which was critically short at that time. The Navy 
ted a businessman to help them out. I am a Commander in the 

il Reserve. They kept me after the war in a civilian capacity. 
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Mr. Noone. You have had extensive business experience, then. 

Mr. Watson. Yes, sir. 

Mr. Noone. Commander Fuller, you were in procurement ? 

Commander Futter. No, sir. I was a small-business man or 
to being recalled back to active duty to handle this particular ty) 
of Industry C ooper: ation work. 

I started in this work early in 1941 with the N vavy, served throug! 
out the entire war until Oc cae rv of 1945 as an Industry Cooperatio: 
officer, both in the field and in Washington. 

I had not been a small-business man prior to that, however, 
was working with General Motors before being called to active di 
with the Navy the first time in 1941. 

Mr. Noone. You have had experience in business though, 
manufacturing business ? 

Commander Futuer. Very definitely; yes, sir. 

Mr. Noone. Commander Fox, what experience have you had? 

Commander Fox. I was a contracting officer for the N: avy for 6 
years before I re hae for this duty. Prior to that time my back 
grou “ was with the Government. 

Mr. Noonr. Mr. Bulette, you mentioned briefly that you had be 
in business be fore coming to your present position. Could you 
us ina little more detail what that business was? 

Mr. Buterre. My first training was in industrial engineering, indus 
trial management, and after managing several companies, both of 
which would not quilify as small business, I went into the Diasiatee. 
turing business for myself. and was the president and owner of th 
Brandt-Warner Manufacturing Co., of York, Pa.; president of ans 
man Co., of Chicago; : - Roper & Neagley, of Baltimore, the latter 
being a wholesale unit, but all of them, I was engaged in all of them, 
simultaneously, and they were all small business, less than ! 
employees. 

have been, with a little wider experience, president of the Penn- 
sylvania State Chamber of Commerce for three terms, and I 
served on the soma of the United States Chamber for two terms. 

Mr. Noonr. This committee, of course, feels that the operations of 
small-business specialists are the key to this small-business progral 
and for that reason we are interested in the background of the peop! 
who occupy that position. 

Commander Fox, could you tell us generally what the qualific: 
tions are for the position of Navy sm: a ~business specialist ? 

Commander Fox. Yes, I think that I would like to read it right 
of our manual. It is brief. 

Mr. Buerrr. May I say while he is preparing that for the re 
here that I noted the chairman’s reference to c¢ ate ans in the ser 
I am very proud and happy to be with the Navy, but I must say 
I did not solicit the connection. Iwas approached on it. ‘T did hap) 
to have. and maybe this might be us anak and T trust you will 
think it is too » flamboyant here now—but I was one of the originat 
of the so-called York plan, which was an industry pooling pla 
it was on account of that, T think, that the Navy requested me to s} 

little time down here with them, only a part-time basis, 2 da 
week, 


Mr. Noonr. All right, Commands 





SMALL BUSINESS AND MILITARY PROCUREMENT 


Commander Fox. We require, or at least show a preference, for the 
small-business specialist who has extensive industry background in 
small business. We consider that a prime requirement. 

We further feel that such individuals that are selected must present 
a good appearance, and be in a position to meet and talk with the 
pub lic. But basically our interest is in getting men who know small 
business and know industry. 

Mr. Noone. That isas it should be, I think. 

Commander Fox, I will direct the balance of the questions to you, 
and if you prefer the other gentlemen to answer just so indicate. 

Commander Fox. Very well. 

Mr. Noonr. To what extent are progress payments made to small 
concerns doing Navy work ¢ 

Commander Fox. I think we will let Mr. Watson answer that on the 
basis of his own experience with it. 

Mr. Watson. Well, sir, the Navy—— 

Senator Moopy. I am very sorry to have to go. You will have to 
excuse me. The Senate is going to meet in a couple of minutes, and 
I have to go to the other meeting. I do appreciate the testimony of 

all of you gentlemen this morning; it has been very interesting. 

Mr. Noone. You may proceed. 

Mr. Watson. Sir, on progress payments, it has been the policy of 
the Navy until the establishment of this program to be rather tough 
because we were dealing with public funds. 

{s an aid to small business we liberalized that so that it is rather 
simple for a company to get progress payments from the Navy. In 
other words, the contractors simply have to apply for progress pay- 
ments in a letter, and we will generally grant their request as long as 
the company is doing a reasonably good job or we anticipate they 
vi 1] do a good job. 

Mr. Noonr. What percentage of the total contract price will you 
uivance to a company ¢ 

Mr. Warson. The general average is 75 percent, sir. We have 
cranted as high as 90 percent. 

Mr. Noonr. We know that small-business specialists, as one of their 
d — screen procurements going through the Navy Kae What 

hority does the small business specialist have in the Navy in seeing 
t his recommendations are carried out ? 

( Consiteidier Fox. Well, he has no authority to see that his recom- 
mendations are carried out, as you have put it, asa general thing. He 
loes, however, have the right of appeal to higher authority than the 
contracting officer with whom he is dealing. That is as much as we 
can give him, and you can understand the reasons for that. 

Mr. Noonr. How high can he appeal? 

Commander Fox. Well, in the case of Mr. Watson, let us use him as 

example, he can go to the clef of the Bureau, which is as high 

an go in that Bureau. 

In the case or 1 a small-business specialist in a field office he can gO 

he top of that os 

Mr. Watson. One point I would like to add to that: That we have 

plete authority so far as adding companie s to the bidders’ list is 
ncerned. I mean we have been given a directive by the Chief of 

Bureau, and I am sure the same thing has happened in the Bureau 
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of Ships and other bureaus, saying that we specifically have the 
authority to put people on the bidders’ list. We do not have to have 
any additional authority. The Chief has delegated that authority 
to this office. 

Commander Fox. You may get a situation, for example, where the 
small-business specialist will make a recommendation that a small 
business who is in line for an award, is completely competent, and 
the contracting officer may disagree. 

Now, in that type of situation, obviously, we would have an impasse, 
so the way we handle it is to permit someone who is above both to 
make the decision, but it does eliminate arbitrary decisions on the 
part of either party, and I think that is what is desirable. 

Mr..Noone. Yes. 

Do you feel that small-business specialists and buyers have suili 
cient time to discuss problems with potential suppliers ? 

Commander Fox. Actually not. I am going back to my own ex 
perience as a contracting officer. The workload that is imposed on 
any office is pretty heavy, and the demand to get it out and to get the 
material is very great. We have a personnel ceiling, as you know, 
which means that there is a level beyond which we annot go in plac- 
ing people in these offices. 

I think that, however, in view of the limited time that is allowed, 
that a great deal is done with it in terms of interviewing potential 
contractors. 

Mr. Noone. Many of the complaints coming to this committee from 
small-business men relate to the practice in the military agencies of 
purchasing items by brand name or equal. To what extent is that 


policy followed in the Navy? 

Commander Fox. Well, we, as noted in our earlier testimony, have 
not too much of it. I do not think that it probably runs—well, for 
one office, I think we had a figure of around 5 percent of the procure- 
ments in that particular office. 

However, again I would like to put into the record at this point 
the Navy policy on that subject. We say: 


A purchase description should contain all the essential requirements pertain 
ing to the item. If because of technically involved construction or other suf- 
ficient reason such descriptions cannot be made, the item shall be identified by 
using one or more brand names, together with the words “or equal” or “similar 
and equal” so as not to limit competition to the particular brand specified. This 
action is authorized as an expedient only, and repeated use of this practice for 
the purchase of any item indicates a need for a specification. Each procuring 
activity shall establish methods to limit and control the use of purchase descrip- 
tions in keeping with the spirit and intent of this directive. 

So we do limit it. Again, going back to ” own experiences, at 
one time I bought all the ¢ hemicals for the } Navy, and there was an 
item that we purchased under a brand name. It was a hand cleaner 
for use with mimeograph machines. 

To my knowle dge, as a matter of fact, without question, during the 
period of time that I bought that item the manufacturer of the brand 
name specified, never got an award. 

Mr. Noone. When you do use that procedure, do you make avai! 
able samples ? 

Commander Fox. If it is a specific article, such as hand cleaner, 
which is commercially available in any store, we do not. If it is an 
intricate item or a valuable item we have made it a practice to have a 
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sample on hand at-a convenient location where individuals interested 
in it could see it. 

Mr. Noonr. One of the witnesses before the committee last week 
said that in one instance where he bid on a procurement item calling 

ora brand name or equal, it cost him approximately $800 to purchase 
, sample that he could examine and copy. Does the Navy have any 
rule of thumb? Where do you provide a sample or where do you let 
the suppher go out and buy one? 

Commander Fox. Well, when a requisition comes in, which will call 
for a brand name or equal type of invitation, the contracting officer 
will—I cannot use the word “invariably” because they are all different, 
but asa general practice—will refer back to the requisitioning activ ity 
first to find out the location and availability of the item, and such 

nformation will be inserted into the invitation for bids as to where the 
cumple may be seen. 

In New York we did a lot of that sort of thing from time to time 
a the navy yard in Brooklyn, and invariably there was on display at 

srooklyn in a particular shop that had need for the item a prototype 
whi ch could be seen. 

Mr. Noonr. The committee feels that that should be done in every 
instance wherever possible. 

\re unsuccessful bidders being advised as to the identity of con- 
tractors receiving awards? 

Commander Fox. Well, your question breaks into two parts. With 
regard to advertised bidding, the abstracts of such bids are available 
for the unsuccessful bidder to see. The information is also passed 
ut to the Department of Commerce; it also goes to trade publications. 

With regard to negotiated bidding, the answer is “No.” 

Mr. Noone. Can you state for the record why ? 

Commander Fox. Yes. To begin with part of the purpose of nego- 

tion is a closed bid, and in order to protect the individuals with 

hom we negotiate it would be a highly unethical practice on the 
part of the Navy, and is not followed in business, to reveal those prices 

i competitor, and I think Mr. Bulette may wish to add something 

that regard. 

Mr. Buterre. Only to say that Manpower 4 does that very thing, as 

nderstand it. 

Commander Fox. Well, Manpower 4 only reveals the lowest. price 

hich must be met, but does not reveal the name of the bidder, the 

vidual, 

Mr. Buterre. It is not a good practice and to the liking of business, 
i mean, 

Mr. Noone. Part of the purpose of publishing prices and names, 
lie same as in advertised procurement, 1s to put the matter on record 

let potential suppliers know what prices are being paid; isn’t that 
rrect ? 

Commander Fox. That is correct. 

Mr. Noonr. Why would not the same theory follow with negotiated 

urement? In other words, if potential suppliers knew what prices 
e being paid on an item secured through negotiation, is there not 
strong possibility that others might be induced to compete ? 

Commander Fox. Well, Manpower 4, as Mr. Bulette just mentioned, 
provides for that now. 
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Mr. Noone. Yes, but without regard to Manpower — negotiated 
procurement, wouldn't it be of benefit, possibly, to the Navy and to 
the Government to publicize the prices paid on negotiated bids? 

Commander Fox. Not necessarily. 

Mr. Buterre. I think there are too many things involved. 

Commander Fox. One of the things I was going to bring out is 
that negotiation, if properly conducted, is on the basis of cost break- 
downs, and the very nature of negotiation is one which would, de- 
pending upon the negotis iting skill of the contracting officer, bring 
in the best price. 

Mr. Noone. Are unsuccessful bidders being advised as to why the) 
do not receive awards? 

Commander Fox. Yes. This would again be true on negotiated bid 
ding. They would be advised if they asked for the information. The) 
are advised by post card that they have not gotten the bid. They are 
told that, and if they seek further inform: ition we give it to them. 

Mr. Noone. But you do not advise them on negotiated procurement, 
is that correct ? 

Commander Fox. We do advise them that they have not been suc- 
cessful, and if they ask for information as to why they were not suc- 
cessful we tell them. 

Mr. Noone. On negotiated procurements, too? 

Commander Fox. That is correct. 

Mr. Buterre. The point you want to make is that we do not make 
that public or available as we do in the advertised bids. 

Commander Fox. That is correct. 

Mr. Noone. We have discussed subcontracting to some extent. <i 
you have any information indicating what success you have had j 
directing potential suppliers to prime contractors for subsontrect t 
work? Do you have figures showing your success in that field? 

Commander Fox. I think we will let Mr. Watson answer that. 

Mr. Watson. Sir, speaking on the Bureau of Ordnance experi- 
ence, being a technical bureau, there is not nearly as much subcon- 
tracting as there would be for nontechnical bureau. Of course, you 
appreciate that. Nevertheless, 87 percent of our contract volume 
among our large contractors showed an average of 14 percent sub:- 
contracted to small business, and that our previous estimates, sso 
were guesses before this program started, was about 10 percent s 
contracted on large business produced ordnance gear, such as r: a 
fire control, and highly complicated electronics gear. 

Mr. Noonr. You mean 14 percent of the 87 percent ? 

Mr. Watson. No, 14 percent of the total amount that big bus! 
ness gets in the Bureau of Ordnance procurement is subcontracted 
to small business. 

Mr. Noone. That is on a dollar basis? 

Mr. Watson. Dollar basis. There is much more subcontracted. 
Some of the prime contract items are not susceptible of a 101 
by small business, such as complicated electronics gear and s 
miniature tubes. Regarding these subminiature tubes that go 
proximity fuses, only one company in the United States can mak 
them so they will stand up. We think that our subcontracting pro- 
gram has been highly successful. It appears to us that it has had 
about a 40-percent increase in the proportion going to small firms 
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Sunilar programs are going on in the other bureaus, and I under- 
stand—I do not have figures—that they have also been successful. 

Commander Fox. I would like to correct one statement I made 
before, Mr. Noone, or at least modify it slightly. We do submit to 
the Department of Commerce for publication on its synopses of 
awards, the information on negotiated bids, if it is not of a classified 
nature, as to who was the successful bidder in that class, and that is 
provided for under a policy of publication of contract award infor- 
mation, Which is a Department of Defense policy. 

Mr. Noone. We have discussed Manpower Policy 4 in general, 
also. Do you have any information indicating the extent to which 
that policy has been used by the Navy since its ‘Inception ? 

Commander Fox. It is being used very extensively, and particu- 
larly here in Washington by the procuring bureaus. We could give 
you some examples if you would like them. Mr. Watson would have 
some probably. 

Mr. Noone. I think it would prove helpful to the committee if we 
could have those submitted. 

Commander Fox. All right. 

Will you undertake to have some examples submitted? It would 
be in the Bureau of Ordnance under DMP 4. 

Mr. Watson. Right. 

Mr. Noone. One last question regarding the use of set-aside. It 
s my understanding that the ae was using that device prior to 
the issuance of M: anpower Policy 

Commander Fox. That is correc : 

Mr. Noonr. Do you have any information indicating the extent 

which that device has been used ? 

Commander Fox. Well, it will normally only have a usage on com- 
non items of a recurring nature that are bought in large quantities, 

hich means that it will be pretty much restricted to the field purchas- 
ng activities. 

It could not be used, for example, were you buying a hundred 

irges; it would just not make any sense, but it can be used on big 
ousekeeping items or big clothing items that would be bought by such 
ices as the Navv Purchasing Office, Washington, the Navy Purchas- 

x Office, New York, the Aviation Supply Office, Philadelphia, and 
the General Store Supply Office, Philadelphia. 

I think that we can assure the committee that it will be used very 
xtensively in those areas in which it is appropriate to use it. 

Mr. Noone. In your statement earlier, Commander Fox, you re- 
ferred to the use of a set-aside device for the purchase of shoes, and 
siid that out of a procurement for 500,000 shoes, invitations to bid were 

reulated on 400,000, and 100,000 were set aside. 

Commander Fox. That is correct. 

Mr. Noong. Do you have any rule-of-thumb on how much of 

curement can be set aside? I was wondering in that instance 

hether it would be possible to set aside a larger percentage. 

Commander Fox. We do not have. We leave it up to the contract- 

r officer, and I would like to invite your attention to that particular 
section in the instructions on page 8, which answers your question as 
tothe rule: 

e contracting officer or buyer will decide if the items are required in sutlicient 

ntity to justify multiple awards, and if so what quantity, if advertised, would 
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assure minimum prices; that is, enough units to allow a production run fo: 
average size manufacturer of that or those items. 


But it will vary. In every case, you just could not use a rule 


thumb which would apply. 
Mr. Noone. I understand that. It would depend on the items by 


purchased. 

Commander Fox. That is correct. 

Mr. Noone. Gentlemen, that completes my list of questions. Do yoy 
have any added comments that you would like to make? 

Commander Fox. Only this comment: That we are very appre: 
tive of the cooperation and the assistance that we have rec eived fro) 


this committee. 

Mr. Noone. Well, we have received excellent cooperation from 
office, too, and I want to compliment you on your presentation t! 
morning. It was very complete, very well prepared. Thank you ve: 
much, sir. 

Commander Fox. Thank you. 

Mr. Noonst. The committee will be in recess until 9:30 tomorrow 
morning, when it will reconvene in this room. 

(W hereupon, at 12:20 p. m., the subcommittee recessed, to recon 

vene at 9: 30 a. m., Tuesday, May 6, 1952.) 

(Data submitted by Mr. Watson follows :) 


SMALL BUSINESS 
INDUSTRY COOPERATION 
INSTRUCTION 
CHAPTER 1.—GENERAL PROVISIONS 


100 GENERAL POLICIES 


It is the Department of Defense and Department of the Navy policy that 
defense contracts be spread across industry as widely as possible in order t 
broaden the base of the procurement program. Particular attention shal! be 
paid to— 

1. integration of programs.—The greatest possible integration of current 
procurement contracts with the industrial-mobilization program and_ those 
accepted schedules of production. 

2. Equitable distribution of contracts.—The equitable distribution of procure- 
ment contracts among the maximum number of competent suppliers. Th: 
concentration of contracts with a few leader suppliers is to be avoided unless 
the necessity therefor is clear. 

3. Use of existing capacity.—The utilization of existing open industrial capacity 
tothe maximum. Expansion of facilities should not be authorized when adequat 
open capacity can be found. Whenever time permits, in order to broaden t! 
mobilization base, additional contractors should be utilized in lieu of multishilt 
or overtime operation. 

4. Use of small-business concerns.—The fullest possible use of small-busi: 
concerns. 

5. Competition of multiple awards in negotiation.—The utilization in neg 
tion of competition and multiple awards, whenever possible. 

6. Encouragement of subcontracting.—The aggressive encouragement o1 
quirement of subcontracting by prime contractors. 

7. Incentive to reduce costs.—The provision of maximum incentive to the pro 
ducer for the reduction of his costs. 

8. Conservation of transportation.—The placement of contracts with a view { 
economies in the use of transportation facilities. 

9. Manpower consideration.—The availability of manpower in distressed 
ployment areas or in areas of manpower shortages. 
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10, Conservation of skills—The reservation of special skills and abilities for 
the more difficult production tasks, 

11. Procurement publicity.—The adoption of a broad publicity program cov- 
ering— 

(a) Basic objectives of broadening the industrial base of suppliers ; 

(b) Purchase methods and practices; 

(c) Aids to small business ; 

(d) The number and dollar amounts of prime contracts awarded to small 
business ; and 

(e) The desirability and extent of subcontracting. 

12. Procurement information centers.—The establishment of procurement 
information centers readily accessible to manufacturers and geographicall) 
dispersed throughout the country. 

13. Review of requirements and methods.—Reviewing of military requirements 
and procurement methods for the purpose of assisting small business and broad- 
ening the industrial base of suppliers. 

14. Smaul-business specialists —The appointment of small-business specialists 
in procurement offices to increase small-business participation in defense pro- 
curement. 

15. Training program.—The establishment of a training program for pro- 
curement personnel covering the problem of small business and the need for 
broadening the industrial base of suppliers. 

16. Liaison.—To establish and maintain liaison with local, State, and Federal 
mobilization agencies in order to use the information available through those 
agencies regarding open and available industrial capacity capable of participating 
in procurements to meet current and anticipated requirements. 


101 PURPOSE 


This instruction assigns the responsibilities and sets forth in general the 
procedures for actively implementing the small business-industry cooperation 
program of the Department of the Navy. 


CHAPTER 2.—RESPONSIBILITIES 
200 GENERAL 


This chapter sets forth the responsibilities of the Chief of Naval Materials, 
the Chief of the Bureau of Supplies and Accounts, officers in charge of major 
field-purchasing activities, contracting officers, small-business specialists, and 
inspectors of naval material with regard to the small business-industry coopera- 
tion program. The small business specialist-industry cooperation functions are 
designed to supplement each other to assist procurement and purchasing activi- 
ties in carrying out the basic policies as set forth in this instruction. 


201 CHIEF OF NAVAL MATERIAL 


The Chief of Naval Material is responsible for formulating policies and 
methods governing activities of the Navy with respect to procurement of sup 
plies, facilities, and services, and reviews and evaluates compliance with such 
policies and methods, coordinates procurement activities within the Navy and 
with other agencies of the Department of Defense, and with other agencies 
of the Government. For the Chief of Naval Material, the Small Business- 
Industry Cooperation Branch formulates and disseminates policies relative to 
industry cooperation with special emphasis on the small-business program and 
distressed firms and areas; serves as a focal point for the Navy and other Gov- 
ernment agencies on these matters, and coordinates, in collaboration with the 

duction Division, action to locate, investigate, and qualify available and 
ised production capacity and renders assistance to prime and subcontractors 

{ procurement activities. 


202 CHIEF OF THE BUREAU OF SUPPLIES AND ACCOUNTS 


The Chief of the Bureau of Supplies and Accounts is responsible for fully 
plementing the policies established by the Chief of Naval Material in further- 
e of the small business-industry cooperation program, and for the appoint- 
nt of a small-business specialist within the Bureau as his assistant in carry- 

out these responsibilities. The Bureau small-business specialist will co- 
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ordinate tHe small-business program throughout field purchasing activities, and 
will ascertain that the small-business specialists in the field are adequately 
indoctrinated with respect to the objectives, policies, and procedures of the 
small business-industry cooperation program and are discharging their respon- 
sibilities in a satisfactory manner. The Bureau small-business specialist will 
render assistance in the field as required and will make personal evaluation 
of the performance of the small-business specialist in field purchasing activities. 


203 OFFICERS IN CHARGE OF MAJOR FIELD PURCHASING ACTIVITIES 


The above are responsible for— 

1. Appointment of a small-business specialist (preferably with extensive 
industry background in small business), to full- or part-time position as directed 
by the Chief of the Bureau of Supplies and Aceounts. The small-business 
specialist will be directly responsible to the appointing authority, and should 
have or should be able to receive security clearance equal to that of the con 
tracting officer at the activities in which they are to serve. (Military personne! 
of appropriate rank may be appointed if they are similarly qualified to accom 
plish the objectives of the Department of the Navy small-business program.) 

2. Personal evaluation of the efficiency of the small-business specialist in the 
submission of civil-service efficiency ratings or fitness reports. 

8. Assuring that the Small Business Offiee is adequately staffed and fully co- 
ordinated with the Industrial Mobilization and Procurement Sections. 

4. Providing adequate facilities for the Small Business Section; e. g., space, 
equipment, suitable exhibits, ete. 

5. Ascertaining that personnel are indoctrinated with respect to the objectives, 
policies, and procedures of the small business-industry cooperation program. 

6. Ascertaining that the small-business specialist attends all meetings of the 
Contract Review Board in an advisory capacity, wherever such a board exists. 


204 CONTRACTING OFFICERS 


Contracting officers will 

1. Make available upon request of the small-business specialist information on 
proposed procurements. 

2. Afford such sm:ull-business concerns as the small-business specialist may 
recommend an opportunity to compete for proposed procurements. 

3. Provide the small-business specialist with an opportunity to present his 
viewpoint with respect to any particular contempated award. 

4. Refer any proposed award with which the small-business specialist does 
not coneur to the Contract Review Board or similar reviewing authority and 
refrain from completing said proposed award until such time as the Contract 
Review Board or Authority has made its recommendations. The contracting 
officer shall, however, retain power of final decision. 

5. Discuss with the small-business specialist in a spirit of mutual coopera- 
tion such small-business problems as the latter may present to him. 


205 SMALL-BUSINESS SPECIALISTS 


The small-business specialists are responsible for— 

1. Consulting with small-business men to assist them in determining how 
their productive facilities can be utilized in the Navy’s procurement program. 

2. Advising small-business men of the Navy’s procurement procedures. 

3. Reviewing proposed procurements to assure that they are free to the extent 
practicable of any discriminatory conditions which would detract from small 
business’ opportunity to participate. 

4. Preserving all small-business data developed so that they will be available 
for reference in connection with pending invitations for bids, requests for 
proposal, and informal purchases or negotiations. 

5. Reviewing the requirements of proposed procurement actions to determine 
which procurements are suitable for small-business participation and to tag 
those procurements for special consideration in the procurement procedure. 

6. Obtaining information from the InsMats or SDPA as required by the con- 
tracting officer with respect to competency, capacity, and credit of specific small- 
business firms who have submitted bids or quotations that are being considered 
for award. 

7. Making appropriate recommendations to the contracting officer in connection 
with the issuance of certificates of necessity, defense order priorities and alloca- 
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tion ratings, financing, the furnishing of Government equipment, and other meas- 
ures which will assist small-business firms in converting and equipping their 
plants for defense production. : 

8. Recommending to the contracting officer, or such other officer as may be 
designated by the appointing authority, the award of a contract to a specific 
small-business concern for the purpose of broadening or maintaining the indus- 
trial base. 

9, Certifying to the contracting officer, based on approved criteria or on cer- 
tification from approved sources, the concerns, firms, persons, corporations, part- 
nerships, cooperatives, pools, or other business enterprises which are to be 
designated “small-business concerns.” 

10. Encouraging subcontracting to small-business concerns. 

it. Periodically editing the procurement information being supplied by his 
activity to the United States Department of Commerce Synopsis of Proposed 
Procurements and Contract Awards. This information must explain the pro- 
curement in terms intelligible to a manufacturer who does not ordinarily produce 
the specific items being described. 


206 INSPECTORS OF NAVAL MATERIAL 


Each inspector of naval material will provide for an industry cooperation unit 
and will designate a Commissioned officer for full-time duty as Industry Cooper- 
ating Officer. The industry cooperation officers will carry out the following 
responsibilities : 

1. Consult with and advise potential Navy suppliers of items the Navy requires 
that may be within their ability to produce, and take steps to have them con- 
sidered for the proper bidders lists. 

2. Provide small-business specialists upon request with executed facilities 
information (Form DD 558-1) of capable small-business firms for addition to 
bidders lists. 

Investigate tec!) nical competency of firms recomrnende ! to stiall-business 
specialists or Navy procurement officers by the Small Defense Plants Adiminis- 
tration or other mobilization agencies. 

t+. Locate and report upon request names of capable small-business firms with 
available facilities when the issuance of certificates of necessity or Government- 
provided facilities are being considered. 

5. Provide upon request names of capable small-business firms with open 
capacity that might be utilized by prime contractors who are unable to meet 
delivery schedules due to overloading or inadequacy of facilities. 

6. Furnish small-business specialists names of capable small-business firms 
with open capacity and interest in bidding or submitting proposals on specific 
current procurements as requested by the small-business specialists. 

7. Locate and recommend to small-business specialists and contracting officers 
capable firms with open capacity for current procurement in certain labor surplus 
areas, or in other than labor shortage areas, or in strategie geographical dis- 
persal areas, or to supplement or replace sources located in areas that should be 
avoided due to power shortages, transportation considerations, or catastrophe. 

S. Render emergency assistance when requested on such matters as locating 
open industrial capacity, critical tools, unusual skills or knowledge, components, 
materials, ete., that may be located within the assigned geographical regions. 

’. Advise and assist Government field mobilization agencies, particularly those 
agencies to whom suppliers come for assistance or advice, regarding Navy pro- 
curement requirements and procedures. 

10. Maintain contact with the Navy small-business specialists and their opera- 
tions at any and all Navy procurement offices within the area. The inspector of 
naval material (industry cooperation officer) will maintain the operating liaison 
with local, State, and Federal mobilization agencies except in those locations 
where there is a field-purchasing activity small-business specialist and no inspec- 
tor of naval material office. At those locations it will be the responsibility of the 
small-business specialist to maintain liaison with local, State, and Federal 
mobilization agencies, 


CHAPTER 3.—PROCEDURES 


8300 GENERAL 


_The following procedures shall be utilized, as applicable, to insure attainment 
Mt the objectives of the small business-industry cooperatives program and may 
be integrated within each activity’s established procedures. 


( 
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301 TAGGED PROCUREMENTS 


The small business specialist will be furnished a copy of all requisitions 
or other procurement initiating documents at the earliest practicable time so 
that he can determine if the supplies or services are suitable or unsuitable f 
small business participation by means of a Tagged Procurement procedure. \ 
“suitable procurement” is any procurement of supplies or services which can }|\e 
performed by small business taking into consideration among other things the 
factors of maximum production required and delivery dates. 

1. Determinations.—When procurements are selected or “tagged” as suitable 
the small business specialist, will consult with and make recommendations 
the contracting officer in regard to— 

(a) The portion of the tagged procurement that can be obtained fr: 
small business, 

(b) The maximum number of lots into which it can be practicably divid 

(c) The most advisable method of procurement. 

2. Permanent identification—For procurements determined to be suitalle 
for small business participation a type of Tagged Procurement Action Sheet 
(TPA sheet) will be filled out and signed by the small business specialist. A 
copy will be attached to the requisition and will become a part of the documents 

3. Additional bidders—When it is determined that additional bidders «are 
necessary, copies of the Tagged Procurement Action Sheet will then be f 
warded by the small business specialist to the appropriate inspector of na 
material, attention of the industry cooperation officer for locating suitable 
sources of supply. The maximum number of new sources desired from each area 
will be specified by the small business specialist. This procedure will not op- 
erate to delay the normal procurement process. 

4. Field operation—The InsMat (industry cooperation officer), will prepar 
a Bidders Mailing List Application, Supplement DD 558-1, for each firm reco 
mended and attach to the TPA sheet and return the TPA sheet and attach 
ments to the originating small business specialist who in turn will arrange to 
have bid sets or requests for proposal sent to accepted firms recommended by the 
InsMat (industrial cooperation officers). 

5. Reeording results.—When award is made, the small business specialist 
will then complete the Tagged Procurement Action Sheet for statistical sum 
mary of the action taken regarding the procurement. 

6. Unsuitable item excluded.—Unsuitable items will not be considered for 
this procedure. 

7. Lists of unsuitable items.—Lists of items clearly unsuitable for manu 
facture by small business will be maintained by the small business specialist 
of each major purchasing activity. The Bureau small business specialist will 
maintain a master liS8t for the Bureau of Supplies and Accounts of all items 
considered by field activities to be clearly unsuitable for participation by small 
business. 

8. Procurements unsuitable—Procurement requirements for procurements 
not clearly unsuitable will be investigated by the small business specia 
to determine suitability for participation by small business under the spe 
procuremert requirements. Procurements may be found to be unsuitable 
small business for any of, but not restricted to, the following reasons: 

(a) Small business could not meet delivery date. 

(b) Justifiable sole source in other than a small business. 

(c) Tooling cost prohibitive. 

(d) Qualified product, where no small business product has been appro 

(e) Research, development, surveys, or studies not capable of being d 
by small business. 

(f) Research and development contracts may be considered unsuit 
when the procurement is based on the particular qualification of scientil 
personnel. Contractors making research and development proposals 
proprietary may be accepted on that basis. 

(g) Other; e. g., proprietary items, franchises, offshore procurements 


302 TAILORED PROCUREMENT (SET-ASIDE PROCEDURE) 


The set-aside procedure is authorized for all tagged procurements that 
be accommodated by the procedure. 

1. Determination.—The contracting officer or buyer will decide if the i 
are required in sufficient quantity to justify multiple awards, and if so, 
quantity, if advertised, would assure minimum prices, i. e., enough units to a 
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a production run for the average size manufacturer of that or those items. Based 
the above determinations, a formally advertised bid shall be solicited from the 
regular bidders list for the determined minimam best-price-quantity. The small 
business specialist may make recommendations to the contracting officer in 
regard to the above determination. 
2». Reserve portion.—The balance of the requirement will be reserved for ne- 
gotiation. After opening and award of the advertised portion of the require- 
ent, negotiation shall then take place on the remaining balance using the low- 
st price of awards made under advertisement, as the base price for such 
otiation. Solicitation for requests for proposal in such negotiation may be 
ricted to small business firms, or firms from certain distressed labor areas, 
distressed industries. 
Example of set-aside procedure.—Requirement: 100,000 gallons, paint; op- 
im quantity : 10,000 gallons ; awards by advertisement : 2,000 gallons at $3.12, 
,Q00 gallons at $3.10, 5.000 gallons at $3.08. Subsequent set-aside negotiation 
should result in nine plus awards at $3.08 per gallon. 


303 PROCUREMENT INFORMATION 


To further implement the general policy of establishing a broad publicity 

rogram regarding Navy procurement, the following provisions will be made: 

1. Inspector of naval material—The inspector of naval material offices will 

make provisions for displaying bid sets, prints, specifications, or pictures as 
ovided by purchasing activity small business specialists and guide manuals. 

Suitable space also will be provided for counseling manufacturers. In those 
ies where these facilities and functions logically combine effectively with 

other similar military, Federal, State, or local offices, such combination shall 

be affected, with the advice and concurrence of the Armed Forces regional 
uneil, but in all instances the Navy operation shall clearly reflect in a suitable 
uner its Navy identity. 

» Major purchasing activities —Each major purchasing activity in providing 
lities and services for its small-business specialist will make available ex- 
it space for the display of current bid sets, prints, specifications and photo- 

iphs, where practicable, of those items which the activity purchases that are 
able for small-business participation. The small-business specialist will be 

responsible for arranging for desired photographs within the administrative 
nnels of the purchasing activity. 
One-stop counseling service.—Manufacturers or suppliers being interviewed 
small-business specialists or InsMat (industry cooperation ofticers) shall be 
dvised of all Navy procurement activities that buy supplies or services he 
hes to quote on. Bidders Mailing List Applications (Form DD 558-1) will 
he provided the small-business man in sufficient quantity to supply one copy 
the small-business specialist of each of the recommended purchasing activi- 
The small-business specialists receiving such Bidders Mailing List Ap- 
itions will analyze each application and take suitable action to place the 
icant on proper bidders lists in accordance with the purchasing activity’s 
ies and requirements. In each instance, the applicant shall be advised 
e bidders list he has been included on. 
|. Publicity —Particularly significant actions or accomplishments in connec- 
with the small-business program will be given publicity suitable to the 
ons or accomplishment. Where publicity is to be local, clearance must be 
tained from local security and public-information offices (copies to the Bureau 
* Supplies and Accounts (code S71)). News items of national interest should 
forwarded to the Bureau small-business specialist for coordination. 


304 MAILING LISTS 


General.—To avoid useless expenditure of paper and postage, the card check 
cedure shall be used in all instances-when it is determined it will provide a 

economical method of obtaining bids, 

Revision.—When lists appear to be out of date, and/or too long, return- 
post cards may be sent to the entire list for pending procurements. Bid 
will be mailed to only those firms returning cards indicating a desire to 
ni the procurement. 

Defense production pools.—Defense Production Pools will be included : 

(a) On all Navy bidders lists for items of current or pending procure- 

ment, advertised or negotiated, that they are considered to be capable of 
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producing. Such pools will be sent bid sets or request for proposals for 
any items for which they have been listed. 

(b) The defense productiom pools shall have the responsibility of initiat 
ing applications for inclusion on such lists and of making satisfactory show. 
ing of having obtained appreval of the Defense Production Administration 
Small-business specialists will, however, not refuse to consider applications 
of pools not providing evidence of DPA approval without first checking to 
determine if the applicant is on the latest list of approved pools. 

(c) Periodical lists of approved pools will be published by the Office of 
Naval Matériel. 

305 CERTIFICATES OF NECESSITY 


1. Not recommended.—Ordinarily, the Navy will not recommend favoral 
consideration of an application for a certificate of necessity where: 

(a) The proposed expansion would establish or perpetuate a monopoly 
or 

(v¥) the proposed expansion would duplicate capacity already availa! 
or 

(c) the proposed expansion would result in a significant decrease in 
amount of subcontracting. 

2. Application considered small-business Opportunity.—The small-business 
specialists Will consider each proposed expansion of facilities to be a potentia 
opportunity for small-business participation unless the small-business specialist 
has certified that the items to be produced are unsuitable or that it is not fears 
ible to withhold or modify the proposed expansion in order to utilize sma} 
business facilities. 

3. Field investigation.—The small-business specialist will, at his diseretior 
apply to the inspectors of naval matériel (industry cooperation officers) for 
direct field reports regarding available suitable capacity with small-business 
firms that could be used practicably in lieu of all or part of the proposed plant 
expansions. 

4. Small-business specialists comments.—All applications being commented on 
by bureaus will be routed to the cognizant small-business specialists for com 
ments before final bureau Comments are prepared. Final burean comments shal 
take into account the data and recommendations supplied by the bureau’s sn 
business specialist. 


OFFICE OF NAVAL MATERIAL (SUGGESTED) SMALL DUSINESS “TAGGED Procure 
ACTION SHEET 

S. B. Folder No. Closing date __ 

Requisition No Tech desk Purchase office 

Purchase method Buyer. 

Item (essential description ) Ca 

Specifications Drawings 

Other key data or references . ented ; 

Quantity Unit value : Estimated total value 


ANALYSIS OF PROCUREMENT 


Number of small-business bidders 

Number of new bidders 

Number of awards to small-business bidders 

Number of awards to new bidders oe . Value__- 
Bureau or activity __...... Small-business specialist 


BID OPPORTUNITIES PROVIDED, ACCEPTED AND RESULTS OF BIDS 


Numbet Closing date 
Regular bidders list 


Independent cooperative recommended bidders 


Firms added by small-business specialists: 
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SUGGESTED SMALL BUSINESS SPECIALIST MONTHLY ACTION REPORT 


Number of interviews with small business 

Number of letter replies to small business 

Number of small-business firms added to bidders lists 

Number of procurement screened for suitability 

Number and value of procurements tagged as suitable 

Number of firms recommended and added to suitable procurements 

Number of INSMAT—industry cooperation—firms bidding 

Number and value of awards to small business 

Number and value of all awards 

Number and value of procurements advertised__ 

Number and value of negotiated procurements a ‘ 

» Comments: State here unusual actions taken during the month to stimulate 

awarding of prime and subcontracts to small business 

Recommendations: State here any recommendations for improving the small 
business procedures and/or any factors impeding the small-business pro- 
cedures or program 


Nore.—Data for 8 to 13 will be obtained from the activity’s Summary of Pro 
irement Activity (BuSandA Form 79). 


Small Business Specialist 
CHAPTER 4 RECORDS AND REPORTS 


400 GENERAL 


t is necessary that records be kept and reports made regarding small-business 
rticipation in the Navy’s procurement program. 


401 PROCUREMENT ACTION KEPORT (DD FORM 


his form will provide data necessary for measuring the effectiveness of 
ll-business program In addition to what is now included on the form 
required an entry for every procurement action indicating whether or 
procurement being reported on has been determined to be suitable for si 
siness participation 


102 MONTHLY SUMMARY OF PROCUREMENT ACTIVITY (BUSANDA FORM 79 


This form will include all data relative to actual participation by small busi 
ess, and will provide a monthly summary by purchasing activity as well as 
he total Navy-wide summury of such participation. The Statistical Section of 

Purchase Division of the Bureau of Supplies and Accounts will assemble 
summarize this report 


403 TAGGED PROCUREMENT ACTION SHEET 


This type of information will be the basis for measuring the extent of the 
small-business specialist’s operations within each activity and the total Navy 
iplementation of the basic policies. Small-business specialists will use the 
i on these forms for that part of the data required on the small-business 
eclalist’s monthly action report. 


404 BIDDERS MAILING LIST APPLICATION (FORM DD 558 


rhis form will be provided to all potential suppliers seeking to be added 
bidders lists When the information on this form is inadequate to deter 
advisability of placing new suppliers on particular bidders lists, supple 
ntary data will be obtained by use of the supplementary form (ID) 558-1 
Immary of the action taken by small-business specialists as a result 

ving these forms from other small-business specialists or industry co 

ers Will be a component of the small-business specialist 

rt 


99841 
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405 BIDDERS MAILING LIST APPLICATION SUPPLEMENT (FORM DD 558-1) 


Data required on this sheet may be obtained from the INSMAT-industry 
cooperation officer having cognizance over the area in which the firm bei 
considered is located. The use of this form does not preclude the use of { 


preaward survey (NCPD 26-52). 
406 SMALL BUSINESS SPECIALISTS (FULL-TIME) MONTHLY ACTION REPOR' 


Each small-business specialist will record or arrange to record the a: 
necessary for completing this report for his activity and forward to the sm: 
business specialist, Bureau of Supplies and Accounts, who will in turn s) 
marize the individual reports and forward the summary directly to the ©f! 
of Naval Matériel, Attention: Code M31, to arrive by the 15th of the following 
month. Monthly reports from full-time small-business specialists should 
forwarded to reach the Bureau by the 10th of the following month. (See « 
closure (2) for list of full-time small-business specialists.) Part-time sm 
business specialists will not be required to render this report, but should record 
and maintain this data for internal administrative purposes. 


CHAPTER 5.—AIDS 
500 GENERAL 


This section sets forth most of the Government published aids that 
available for distribution to businessmen who are seeking information regarding 
procedures for becoming Navy suppliers, and other references and aids that are 
available for guidance of interviewers such as small-business specialists and 
inspector of naval material—industry cooperation officers. 


501 PUBLISHED AIDS FOR DISTRIBUTION 


In carrying out the advisory duties of the Navy’s small business-industry coop- 
eration program small-business specialists and industry cooperation officers wi! 
become thoroughly familiar with and maintain a supply for distribution of the 
following publications: 

(1) Selling to the Navy 

(2) How to do Business with the United States Marine Corps 

(3) Purchased items and purchasing locations of the Department of the Navy, 
September 1, 1950, NAVEXOS P-616 (Rev. 9-50) 

(4) Index of military purchasing offices, Munitions Board, January 1, 1951 

(5) Directory of offices, Material Inspection Service, USN 

(6) Directory of Navy small-business specialists 

(7) Government loans to defense plants, Small Defense Administration, Jun 
uary 1952 

(8) Selling to Navy prime contractors 


502 SOURCES OF SUPPLY 


The initial minimum supply of the above publications will be distributed to 
the small-business specialists and industry cooperation officers by the Office of 
Naval Material, Code M-81. Requests for additional copies may be submitted 
directly to the Office of Naval Material, Code M-31. 


503 REFERENCE LIBRARY 


In order to have references handy for study and guidance, a reference library 
should be assembled and kept up to date. The library should contain s 
publications as: 

(1) Armed Services Procurement Regulations (ASPR) 

(2) Navy Procurement Directives (NPDs) 

(83) Navy Current Procurement Directives (NCPDs) 

(4) Annual Report of the Select Committee on Small Business, United States 
Senate, Kighty-second Congress, second session 

(5) House Report No, 1228, Select Committee on Small Business, House of 
Representatives 

(6) Military and Federal Specifications 

(7) Copies of public laws pertinent to small business 
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Mobilization guide for small business, DPA (available in Commerce offices) 

A Guide for selling to the United States Air Force 

How to sell to the United States Army 

Selling to your Government 

Directory of officers, committees, and members, NSIA 

Munitions Board Order No. 51-33, Armed Forces Regional Council 

How to be cleared for handling classified Military information within 
industry 

Handbook, Emergency Defense Activities 

Defense Mobilization Order No. 6, procedure 

Pooling production for Defense, Defense Production Administration 

United States Government Organization Manual, Revised July 1, 1951 
(Federal Register Division, National Archives and Records Service, 
Washington 25, D. C.) 

The Navy and the Industrial Mobilization in World War II,’ Robert 
Conerly, 1951, Princeton University Press, Princeton, N. J. 

Eeonomies of National Security’ (Lincoln, Stone, Harvey, Prentice-Hall, 
Inc., New York City 

Government Procurement Manual 


504 SUPPLY 


he initial copy of the above publication, so far as available, will be distributed 
he small-business specialists and industry cooperation officers by the Bureau 
f Supplies and Accounts (S71). 
The above-listed references are not inclusive. Individuals should acquire 
whatever collateral material comes to their attention. Any materials acquired 
it may be of interest to other personnel directly involved in the small business- 
lustry cooperation program should be called to the attention of the Bureau of 
Supplies and Accounts, Attention Code S71. 


LIST OF ACTIVITIES (BUSANDA 4200.9) 


\. Full-time small-business specialists will be appointed by the following: 
Officer in Charge, Navy Purchasing Office, Los Angeles, Calif. 
I 


ff in Charge, Navy Purchasing Office, San Francisco, Calif. 


flicer in Charge, Navy Purchasing Office, New York, N. Y. 
ifficer in Charge, Navy Purchasing Office, Washington, D. C. 
Aviation Supply Officer, Aviation Supply Office, Philadelphia, Pa. 
General Stores Supply Officer, General Stores Supply Office, Philadelphia, Pa. 
Electronic Supply Officer, Electronic Supply Office, Great Lakes, Ill. 
Yards and Docks Supply Officer, Yards and Docks Supply Office, Port Hueneme, 
Calif. 
manding Officer, Spare Parts Control Center, Naval Supply Depot, Me 
haniesburg, Pa. 
imanding Officer, United States Naval Gun Factory, Washington, D. C. 
. Part-time small-business specialists will be appointed in the following 
tivities : 
y Purchasing Office, Norfolk, Va. 
Navy Purehasing Office, Pearl Harbor, Hawaii 
Submarine Supply Office, Philadelphia, Pa. 
Submarine Base, New London, Conn. 
U.S. Naval Air Material Center, Naval Base, Philadelphia 12, Pa. 
U. S. Naval Research Laboratory, Washington 20, D. C. 
Portsmouth Naval Shipyard, Portsmouth, N. H. 
Boston Naval Shipyard, Boston 29, Mass. 
Philadelphia Naval Shipyard, Naval Base, Philadelphia 12, Pa. 
irleston Naval Shipyard, Naval Base, Charleston, S. C. 
et Sound Naval Shipyard, Bremerton, Wash. 
Naval Air Station, Patuxent River, Md. 
Naval Air Station, Jacksonville, Fla, 
Naval Air Station, Miami, Fla. 
al Air Station, Pensacola, Fla. 
il Air Station, Corpus Christi, Tex 
al Air Station, Dallas, Tex. 


‘ 


pplementary reading matter, not required but recommended ; other similar publica 
ire obtainable. 
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as 


aul Air Station, Memphis, Tenn. 

. Naval Ordnance Plant, York, Pa. 

. Naval Ordnance Plant, Macon, Ga. 

Naval Ordnance Plant, Forest Park, Ill. 
Naval Ordnance Plant, Indianapolis, Ind. 

. Naval Ammunition Depot, McAlester, Okld. 
Naval Ammunition Depot, Crane, Ind. 

. Naval Station, Orange, Tex. 

Naval Station, New Orleans, Algiers 14, La. 
Naval Supply lepot, Naval Base, R. I. 

. S. Naval Supply Depot, Great Lakes, Ill. 

U. S. Naval Supply Depot, Seattle, Wash. 
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PARTICIPATION OF SMALL BUSINESS IN MILITARY 
PROCUREMENT 


TUESDAY, MAY 6, 1952 


Unirep Sratres SENATE, 
SUBCOMMITTEE ON MosiLizATION AND PROCUREMENT 
OF THE SELECT COMMITTEE ON SMALL Business, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 9:30 a. m., in room 457, 
Senate Office Building, Senator Blair Moody presiding. 

Present: Senators Moody (presiding), and Gillette. 

Also present: Charles M. Noone, committee counsel. 

Senator Moopy. The committee will come to order. 

Mr. Weddell, Mr. Hine, Mr. Cole, and Mr. Golden, I understand 
that you gentlemen want to submit your testimony asa panel. Is that 
correct ¢ 

Mr. Weppe.u. That is correct. 

Senator Moopy. Do you and each of you solemnly swear that the 
evidence you will give in the matter now on hand before the subcom- 
mittee shall be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Weppexu. I do. 

Mr. Hine. I do. 

Mr. Corr. I do. 

Mr. Gotpen. I do. 


TESTIMONY OF KENNARD WEDDELL, CHIEF, OFFICE OF SMALL 
BUSINESS, HEADQUARTERS, UNITED STATES AIR FORCE; WIL- 
LIAM H. HINE, CHIEF, OFFICE OF SMALL BUSINESS, HEADQUAR- 
TERS, AIR MATERIEL COMMAND, WRIGHT-PATTERSON AIR 
FORCE BASE, DAYTON, OHIO, ACCOMPANIED BY MAURICE L. 
JOHNSON, SMALL BUSINESS ANALYST, AMC; CHARLES E. COLE, 
REGIONAL SMALL-BUSINESS SPECIALIST, DEPARTMENT OF THE 
AIR FORCE, DAYTON, OHIO; MAX GOLDEN, DEPUTY FOR 
MATERIEL PROGRAMS, UNDER SECRETARY OF THE AIR FORCE, 
ACCOMPANIED BY MAJ. NORMAN 0. RANZ, DIRECTORATE OF 
LEGISLATION AND LIAISON 


Senator Moopy. Will each of you please state his name to the re- 
porter for the record? Mr. Weddell, will you state your name and 
your position with the Air Foree, and Mr. Hine, and Mr. Cole? ; 

Mr. Weppeti. Kennard Weddell, Chief of the Office of Small Busi- 
ness, Headquarters, United States Air Force. 
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Mr. Corr. Charles E. Cole, chief of the small business branch, Day 
ton regional office. 

Mr. Hrxe. William H. Hine, chief of the office of small business, .\ i 
Matériel Command, Wright-Patterson Air Force Base. 

Mr. Gotpen. Max Golden, Deputy for Procurement, Under Secre- 
tary of the Air Force. 

Senator Moopy. The committee has been checking the progress 0 
small-business activities in the armed services as the result of the move: 
initiated more than a year ago by Senator Sparkman, the chairnia 
of the Small Business Committee, and other members of that commit 
tee. We would like to have you, if you are disposed to do so, tel! us 
what your situation is and what you have been able to do for sii! 
business. Do you have a prepared statement ? 

Mr. Weppe.u. We do not have, Senator, a prepared statement at th: 
time, but I would like permission to read some opening remarks bef. 
we get into our presentation, mainly by means of charts. 

Senator Moopy. That is very fine. Go right ahead, Mr. Weddell, 
please. 

Mr. Wepvei. Mr. Chairman, we welcome this opportunity to pre 
sent to the committee a record of the Air Force’s activities to bring 
about the maximum participation by small-business concerns in ou: 
defense program. Congress has regularly declared it to be the policy 
of the Government that small-business concerns receive their fair 
proportion of the procurement dollar. The Department of the Air 
Force has consistently reiterated its policy to place as many prime con 
tracts as possible with competent small plants, and to make every 
effort to bring about the maximum practicable amount of subcontract 
ing with small plants. We hope that this report to the committee wil 
be helpful in evaluating the extent to which our practice has carried 
out this policy. 

I have been actively engaged in small business throughout my life, 
as a manufacturer, and during World War II, I directed the activities 
of the Smaller War Plants Corporation in the field of procurement 
In March of last year I was asked by the Air Force to make a survey 
of its activities in connection with small-business concerns and recoui 
mend a practical program which would secure for the Air Force the 
interested support of small business in meeting production goals 
this emergency. Following this survey, the program as proposed was 
accepted, ‘and I remained to put it into operation. It should be noted 
that this was prior to the Munitions Board directive requiring estab 
lishment of a small-business program in the three military depart 
ments. I was convinced that the Air Force had the sincere will to di 
this job properly, and the program has had the full support of A 
Force officials from the top down. 

There are two major phases to this program. One, of course, is (is 
tinctly operational, both in the prime contracting and adele weting 
fields: the other, equally important, is the continual development o! 
specific records in order that we may know where we are and be able 
to set the course of our operations in an intelligent and effective n 
ner. ‘Today, we are able to give you a report on what we are doin 
and also the recorded information which has enabled us to set 
course, 

Now, due to the very nature of the items produced for the Air Force 
by far the greatest opportunity for small business participation is 1! 
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the field of subcontracting. For that reason, the major part of our 
small business program has to do with subcontracting, though by no 
means have we neglected the prime contracting field, as you will note 
in the course of our presentation today. ‘The greatest number of Air 
Fores small business specialists are engaged sole ‘ly and only in the sub- 
contracting end of the business. Our organization chart shows this 
quite cles rly. We have the Office of Sm: ll Business at Headquarters 
of the Air Force here in Washington. Is this chart clear to you? 

(Chart I referred to follows on} p. 276.) 

Senator Gituerre. Yes. 

Mr. Weppe.i. We tried to blow it up as large as we could get it. 

Senator Gittetre. It is very easy to see it. 

Mr. Weppeci. As Chief of that office, 1 serve as adviser on small- 
business affairs to the Under Secretary, and as consultant to the 
Deputy Chief of Staff, Matériel. I was appointed by, and am respon- 
sible to, the Deputy Chief of Staff. Recomme ndations as to policy 
matters, determination of the small-business program itself, its over-all 
direction, and the supervision of its effectiveness are the specific func- 
tions of this office. 

Operation of the small-business program is the responsibility of the 

office of small business at headquarters, Air Matériel Command, lo- 
cated at Wright-Patterson Air Force Base, Dayton, Ohio. That, as 
you doubtless know, is where 96 percent, dollarwise, of all Air Force 
purchases are made. Mr. Hine, the chief of that office, is here today 
and will handle part of this presentation. Among the 30,000 Air 
Force personnel located at this eles base are the more than 500 buyers 
who evaluate the bids and proposals, and recommend the awards on 
prime contracts to the contracting officers. Mr. Hine has working 
under him, directly responsible to him, alone, one small-business 
analyst, who handles interviews with prospective suppliers in the 
category of small business; and seven small-business analyzers, who 
screen the procurements and work closely with the buyers to secure the 
greatest participation by small-business concerns as prime contractors 

Senator, I would like at this time to request that Mr. Maurice John- 
son, Who is here in the audience and who works under Mr. Hine in 
connection with this work at Wright Field, be sworn in, in case there 
are any questions that might be asked. 

Senator GitLetre. Certainly, very glad to. Do you solemly swear 
that the evidence you will give in the matter now on hand before the 

ubeommittee shall be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Jounson. I do. 

Senator GiLLerre. Be seated. Will you give your full name and 
your residence and business to the reporter ? 

Mr. Jounson. Maurice L. Johnson, Dayton, Ohio. 

[ work under Mr. Hine. 

Senator Gitterre. All right, Mr. Weddell. 
Mr. Weppein. This (pointing to chart I) is the Office of Small Busi- 
at headquarters headed up by Mr. Hine with a deputy, a small- 
sIness specialist who handles the interviewing, and seven small- 
siness analysts, of whom Mr. Johnson is the head, who handle all 
activities in connection with purchases, and contacts with the buyers. 
All of these men are civilians, all have had considerable business expe- 
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rience, and all have had years of procurement or production experience 
in the highly technical items purchased by the Air Force. That we 
feel is as important as their having business experience in private 
industry, the fact that they have had specific activity in eaaatiis 
with Government procurement, with Air Force procurement. We all 
know the highways and byways and methods that are involved in 
procurement by the Government. Lest there be any question in the 
minds of the committee as to the independence of action and the 
freedom of expression on the part of these small-busiess analysts, I 
would like to point out that the Chief of the Office of Small Business 
himself is appointed by the commanding general, Air Matériel Com- 
mand, and is on the staff of General Mark Bradley, Director of 
Procurement and Production. 

Also within this Directorate is the Procurement Division, and the 
Chief of that Division, Gen. Phillip W. Smith, is also on the staff of 
the Director of Procurement and Production, and the buyers are 
responsible to him. In this way, there is no conflict in authority or 
responsibility. Independence of action is assured, and all are quite 
properly working in ‘the best interests of the Air Force to carry out 
its basic function. The small-business speci: alists at Wright Field 
report to Mr. Hine, who is on General Bradley’s staff, and the buyers 
at Wright Field report to General Smith, who is on General Bradley’s 
staff, 

After purchasing action has been completed at Wright-Patterson 
\ir Foree Base, the contracts are administered in the field through 
the far-flung field organization shown on this chart. We have six 
procurement district offices, Northeast, Midcentral, Central, Southern, 
Eastern, and Western, all operating under orders from Air Matériel 
Command Headquarters at Wright-Patterson Air Force Base. Under 
these district offices are the regional oflices which are listed here. On 
this chart are the cities where the regional oflices are located, including 
three which are new subregional offices. Phoenix and Salt Lake City, 
for example, have just been opened as subregional offices, and until 

such time as the workload requires it, they will continue to be 
subregional offices, which means fewer personnel and a lesser degree of 
authority. 

Now these are called procurement districts and procurement re- 
rions [indicating], because we consider procurement only ends when 
the goods are delivered. No purchasing activities whatever occur 
n these districts of regional offices. I want to emphasize that here 
because the names of those field offices frequently cause people to 

ink they are purchasing offices. Every prime contract, then, is ad- 
ina red in the field by the appropriate regional office, which main- 
ains resident Air Force plant representatives for quality control, 
ile and other purposes in the plants of our major prime 
ontractors. Thus it will be realized that it is these regional oflices 
ind oe district offices that know where subcontracting opportunities 
xist, and which are in the best position to bring the prime contractor 
uN a the small-business potential subcontractor together. Each of 
hese district and regional offices is adequately staffed with small- 
business specialists. Twenty-seven of them are civilians and 10 are 
officers recalled from the Reserve. Mr. Cole, the small-business spe- 
clalist in the regional office in Dayton, Ohio, is here today and later 
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will tell you something about the way in which small-business ac 
tivities are handled in regional offices. 

In July 1951 our training program commenced. First there was 
held a meeting of all buyers Sand contracting oflicers at Headquarters, 
Air Matériel Command, as well as the small-business analysts on 
duty there, to indoctrinate them in the enlarged small-business aro- 
gram. Later in the same month of July, small-business specialists 
throughout the country were called in for a 2-day conference. This 

was also attended by procurement officials of Air Matériel Command 
ma the conference was opened with a talk by Mr. Gilpatric, the Under 
Secretary, on the policy of the Air Force relative to small business, 
and the importance which he gave to the effective carrying out of that 
policy. 

Since that time, periodic conferences of small-business specialists 
have been held on a district basis. In March of this year, all sma!! 
business specialists of the Air Force were again called in to Headquar- 
ters, Air Matériel Command, for the second 2-day conference. 

In addition, the Chief of the Office of Small Business at Headquar- 
ters, Air Matériel Command, has a regular place on the agenda at the 
frequent conferences held at Air Matériel Command headquarters of 
the district commanding officers, and the procurement officials of our 
depots and bases. 

Frequent visits of a supervisory nature are also made by the Chief 
or Deputy Chief of the Office of Small Business, Air Matériel Com- 
mand, to district and regional offices, and direct communication—and 
I think you will agree that that is important—is authorized between 
small-business specialists in the field and Headquarters, Air Matérie! 
Command. 

The reason I want to emphasize that is, as you know, in military 
organization there are specific channels through which communica- 
tion must flow. In order to provide the utmost independence of action 
and thought on the part of the small-business specialists in these vari- 
ous regional and district offices so they would not have to go through a 
series of steps to get word to Mr. Hine that they needed something, 
that something was wrong and they needed some support, a complete 
interchange of communication between the Small Business Office and 
the headquarters i is perfectly permissible and is quite common prac- 
tice. 

Senator Giuterre. Mr. Weddell, would you mind being interrupted 
in your statement with a question ? 

Mr. Wepvetu. No. 

Senator Gutterre. I am having some difficulty in following the out- 
line of your organization, inasmuch as I understood you to say that 
these six proc urement districts had nothing whatever to do with pro- 
curement, that their principal function was to supervise contracts 
as to quality and as to time of delivery of the goods under the contract. 

Mr. Weppett. That is right. 

Senator Giterre. Then what function do they perform with refer 
ence to the letting of contracts or the preliminary negotiations for the 
contracts ? 

Mr. Weppeti. They perform none, sir. They do not have any func 
tion to perform in reference to the letting of the contracts, except for 
the making of preaward surveys, but they have all the subcontract 
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activity and the small-business concern is very much interested in sub- 
contracts. 

Senator Gruterre. Are they in the position to authorize subcon- 
tracts? 

Mr. Weppe.u. They are in the position to make the contacts between 
the prime contractor and the small plants that want business, and of 
course they also have to approve every subcontract placed by the 
prime contractor. 

Senator Grutetre. They have full authority ? 

Mr. Weppeii. A prime contractor cannot place a subcontract for 
more than $25,000 or 10 percent of the value of his contract with any 
business concern that supplies the subcontractor without the approval 
of the Air regional representative. So that all that control of the 
rl me contractor’ s activities, if you want to call it control, or all of the 
sipervision of it and the administration of it is out in the field where 
these regional and district offices are located. 

Senator Gituetre. Is that final? If the district representatives ap- 
prove a subcontract for the prime contract, is that final or is it sent 
to Dayton for review ? 

Mr. Weppe.u. No; it is final. 

Senator Gitterre. There is no review of these subcontracts in your 
entral office? 

Mr. Weppett. No, sir. That is a completely field function, a field 
responsibility. 

Senator Gittetre. Is what? 

Mr. Weppe.x. A field function and a field responsibility. Did that 
ver your question, Senator ¢ 

Senator Gitterre. That is sufficient. Thank you very much. 

Mr. Weppett. We are sure it will interest the committee to know 
hat of the 2,747 prime contractors to the Air Force, 1,886, or 70 per- 
ent of them, are independently owned and operated by ‘small- busi- 
ness concerns; 7 out of 10. This map shows-the geographical dis- 
tribution of these small-plant prime contractors who were actively 
ungaged in production for the Air Force on December 31, 1951. 

Map referred to follows on p. 280.) 

There are a few blank spots on there, Senator, but only because 
ve haven’t been able yet to find sufficient industry there of the type 

t can handle Air Force production, that can’ handle production 

the particular type of items we purchase under prime contracts. 
For example, Maine shows none. There are a number of subcon- 
actors in Maine, but this map only covers prime contractors who 
vet theme contracts directly from Wright Field, and these are the small- 

iess contracts that are being administered by our field offices. As 
vy, 7 out of 10 Air Force prime contractors are in the category of 

— business. ‘That was as of December 31, 1951. In each of those 

ts they have an average of $321,000 in prime contracts from the 
\ir Force. Now that is an increase from June 30, 1951, at which 
e the average in each plant was $186,000. I am speaking only of 
prime contracts in small-business concerns. 
Senator Ginterre. Now, Mr. Weddell, I would like to again inter- 
pt you. On your map there you are showing your prime contracts 
to small business. It shows a very significant thing to me, and 
ourse it is undoubtedly based on a very logical premise, the avail- 
lity of these small plants. Of your group there are 218 that have 
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been allocated to Illinois, 278 to Ohio, in the immediate vicinity of 
the field, and 105 to Michigan, 100 to Pennsylvania, while, as you go 
out into the outlying districts, in the South there is a total of 25 prime 
contracts that have been let in those five States, while there are 496 in 
the two States immediately adjacent to Wright Field. My own State 

flowahasnine. That disparity undoubtedly has some sound reason 
for it and I would like to know what it is. 

Mr. Weppvetn. Senator, the State of Montana shows one. Montana 
is not an industrial State to any extent. 

Senator Ginuerre. That is true. 

Mr. WeEDDELL. We have to go where the plants are. We cannot have 
them spring up overnight, even though we would prefer to have a 
much wider geographical distribution from the standpoint of meet- 
ng our defense needs. But the plants do not exist in Utah and 
Nevada. Here is where the concentration of the metalworking indus- 
try is |indicating], the type that the Air Force uses. The concentra- 
tion of electronics and radar manufacturing facilities is in the States 

vs ‘re we have the largest number of prime contractors, Ohio, Indi- 

. Michigan, Illinois, and California, and so forth. There are very 
few Air Force prime contracts in Florida, but we are constantly 
searching and searching for the potential plants that we can use. We 
do not have as m: iny as we would like to have, but they must be poten- 
tial plants, and we generally find them in locations where it would 
be a natural matter for them to operate. 

Senator Gitterre. I realize that it is undoubtedly true that there are 
sections of the country that are highly industrialized and others are 

t, but I know from my personal knowledge that in my own State, 
nd I presume in others similarly situated that are not primarily 
ndustrial States, there are industrial plants, not large plants but in- 
dustrial plants that could handle an ordinary contract. I don’t know 
nv plants with the specialized material and equipment that you are 
contracting for. Could not some of these plants be converted with 
very little expense so they would be ina position to handle that type 
of contract ? 

Mr. Weppeti. With reference to conversion of plants, Senator, it is 

r feeling that it is not a good thing for either the small-business 
oncern or for the Government to encourage the conversion of a very 
small plant from its normal, natural industrial use into the specific 
type of defense work that could be up today and down tomorrow, It 
means additional facilities that he has to get, additional tools, the 
specifie know-how, and he has to retool. There are ey small con- 
cerns that are extremely technical concerns, partly because they are 

handed down from father to son, and if such concerns will st: iy in 
thi at field, that is their best contribution to the defense of the country, 
ind also it does not put them in the position of being overexte nded, 

r example, as happened so much following the last war. 

Senator Giuterre. In the type of contract which you let in the 
chly industrialized area, is it not necessary in the so-called small 

nts to retool and change the type of production ? If they were 
oducing commercial articles, do not they have to convert their 

xluetion in order to carry out the contract for the Air Force ? 

Mr. Werppeii. To a very small extent. I did this myself during 
Vorld War II, where we took a certain type of lathe and modified it 

we could make gunstocks instead of making decoy ducks—a small 
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plant can generally do that sort of thing, because it is accustomed ¢ 
modify its practices, but only within a certain range. Very litt) 
should be done about bringing in specifically new equipment to mak 
new types of items that that plant is not accustomed to, unless the: 

a shortage of supplies of that article. 

Senator Guerre. It was not necessary in most of these cases 1, 
put in new machine tools or convert the factory from its ordin ry 
production. ; 

Mr. Wepveu.. That is right, sir. I want to point this out 
sure you will be interested in this. Here in the State of Ohio, 
you mentioned, we have 278 small plants that work on ie < ci 
tracts with some $91,000,000 business. Two hundred and seven 
eight of them, a larger number than any other State except New York 
and still that is only 14 percent of the total, in number of pla 
Here is the interesting thing to me: We had a similar survey 
June 30 and the Ohio number of plants was around 35 percent. 
we were interested in just how that happened. Well, it is a perfect] 
natural thing, and I think the committee will recognize it, that < 
ing the days before Korea when the Air Force had to go around wit 
its hat in its hand to get people to do business with the Air Fo: 
the plants that were interested in supporting the Air Force wer 
naturally those in the immediate vicinity, around Dayton, and st: 
ing out from there into the State of Ohio, and the manufacturing 
concerns in that area. It is a natural thing for them to do busin 
with the Air Force. They support the Air Force in good times 
bad, and when Korea came on us the number of contracts place 
in that immediate area quickly, and necessarily quickly, a dispropor 
tionate number, you might say, were pli wed close to Wrieht Fi 
But as the months go by we find it is spreading out so that wher 
some 35 percent of the plants of the prime contractors of the A 
Force in June 30, last year, were in Ohio, today it is only 14 perce 
14 or 15 percent in that area, and it shows the things we do hav: 
look out for. At times when we do not have a terrific emergence 
we still must depend on industries, small and large, to keep up going. 
and that is what the Ohio producers did for us during those day 

Senator Gruterre. But, Mr. Weddell, according to your statenve: 
here, the subcontracts are handled on recommendation of your lo 
district offices, but all your prime contracts are negotiated at Dayto 
Ohio. 

Mr. Wepvet.. That is right. 

Senator Gitterrr. Would it not be advantageous, from the st.) 
point of distribution, to make it possible at some other central point 
or some other point than one central point, to negotiate the penn 
contract? Could you not decentralize it? In other words, what. goo 
does it do toa man down in Alabama, where there are only two pr 
contracts, what good does it do to the small-business man to say, 
“Well, the district office can negotiate small subcontracts, or can 5) 
pervise or pool some contracts,” when they are only two prime cor 
tracts in the State? How is that going to help him? 

Mr. Weppeit. I would like to have Mr. Hine answer that. 

Senator GitieTre. Yes. 

Mr. Hiner. Sir, would you care to have me talk on that point? 

Senator Giiterre. Very glad to have you. 
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Mr. Hine. It is true that all prime contracts are let from Wright 
Field, but through our district and regional organizations throughout 
the country it is possible for a potential contractor to go into the 
district or regional] office and get every bit as much information about 
our procurement as they couk d get by coming to Wright Field. 
Senator Gitierre. Could he get it before the contract is let 4 
Mr. Hine. Yes. 
Senator Giuterre. How is he going to know it is about to be let / 
Mr. Hine. Well, there is the Department of Commerce synopsis 
of the proposed procurement, which has a very wide distribution. 
Ile can see from those daily synopses of proposed procurement what 
he may be interested in, and if he sees an item that he is « ‘capable of 
anufacturing he can go to the Air Force regional office and examine 
the data and the specifications and make his bid or his proposal right 
from there. Our difficulty, Senator, I think, is in the outlying 
tates where there is a very low industrial potential, where we have 
t ‘n unable, although we have tried in many ways to publicize through 
iambers of commerce, governors, small-business commissions, and 
clinies we have held in States and cities throughout the country, to 
tell the public where they can go to do business with the Air Force, 
and yet we have been unable to reach them. In your own State I do 
not doubt there are many potential Air Force prime contractors that 
have not been processed. 
Senator GitLerre. That is true. 
= Hine. That is not entirely due to our own fault at all, but 
because they simply do not read ‘the papers, or they do not pay any 
(tention to it. It is surprising the number of people who come from 

California, Arizona, Florida, all over the country, when they should 
ive gone right next door practically and obtained every bit as much 
formation as it is possible to get out of Wright Field. 

Senator Giuterre. You know, Mr. Hine, from the standpoint of 
you men who are thoroughly familiar with this situation, that sounds 
plausible, but from the standpoint of John Jones out in these outlying 
States, who is anxious for a contract, it is not plausible; he does not 

ive the opportunity. Now Mr. Weddell said that it was natural 

it during times of ordinary affairs you dealt with industrial con- 
ris In your immediate vicinity, and that when the Korean emer- 
‘y arose it Was natural you should deal with the people with whom 
io id been dealing, because time was an element and it was con 
ent, but don’t you agree that possibly too much emphasis has 
en placed on the convenience of the contracting : author ity, your own 
thority, in consulting those immediate contractors It was very 
uch simpler to call up Bill Peterson with whom you hi ad been deal- 
ng and say, “We have to buy this right away,” and make a contract 
with him, than it was to disseminate the information all over the 
untry. It was your convenience, was it not, at the early stages¢ 

Mr. Hine. I think that was particularly true, Senator, as Mr. 
Weddell pointed out, after Korea, where we had to throw normal 
procedures aside and get the job done, and get the contracts placed 

convenient ly and as expedit iously as possible. But that is flattening 

today, that emergency program is being distribtued better, and 
r on in our presentation we will show to what extent we go out 
advertise procurement and negotiate procurement: the terrific 
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number of proposals that are sent out and the very small returns we 
get from those proposals. But I do believe, as far as exposing peop| 
in remote areas to doing business with the Air Force, the only solut 
I can possibly see to it is more publicity, to let the people know whi 
they can go to get into the act, so to speak. 

Senator Gitterre. | probably have been anticipating a presentat 
by these questions and I perh: ips should not have done so. The 
Is just one other thing in connection with my question to Mr. Wedd 
as to new machine tools and conversion in the first place. I am not 
a manufacturer, | am a farmer, but it was my unpleasant fortune | 
be Chairman of the Surplus Property Board, when we were trying to 
reconvert this industry from a war industry back to a civilian indusi 
and I went through that nightmare for some months and know so1 
thing about the condition of these plants that had the new machin 
tools, where the particular type of machine tools had been made neces 
sary because of the contracts and then suddenly the contracts wer 
cut off and many of them canceled and we had to reconvert. I found 
very few plants that had not required something in the way of con 
version by the addition of new tools at the time the contract was let 
I found very few of them and I was rather surprised when you said 
it was not necessary to make very many changes in the plants 
respect to these contracts. That really surprised me, because I had 
worked from the other end and I knew what tremendous transitior 


it was. 

Mr. Hine. Senator, I think I can explain that to some extent. In 
World War II we had an all-out effort and we went to the limit to 
put as many concerns in business as possible and give them everything 


they needed to do the job with. We are not quite in that situatio 
today, sir. I think it has not been necessary. We haven't got thi 
business to hand out that would necessitate the expansion of tli 
existing facilities on that scale. 

Senator Gitterre. I realize that is true. 

Mr. Weppeiz. And there is the point, too, in that connection, Se 
ator, that this is only a very few years since the end of World War II. 
Now in World War II plants had to be tooled up for defense work 
We are only 4 or 5 years, 6 years later, and to a great extent they 
are still tooled up. There has not been a 20-year period in betwee 
there in which the tools have become obsolete from the previous 
emergency. 

Senator Gitterre. All right, Mr. Weddell, you may continue. I a 
sorry I interrupted you, but I wanted to get this cleared up in my mini. 
Mr. Weppert. So much for the organization and so much for | 
distribution of the prime contracts. Now as to procurement itsel{— 
contracts and purchase orders placed directly by the Air Force in co! 
tinental United States. Local purchases made by approximately 10: 
depots and bases are for housekeeping items. Altogether these loca 

purchases amount to less than 4 percent of Air Force procurement. 

i4 percent of these local purchases, dollarwise, are placed with sm: 
business concerns without the physical presence of any small- on ess 
specialist. Those are the depots scattered around the country suc! 
xs the Andrews base, for example. It is at Headquarters, Air Mat 
riel Command, that our real purchasing activities are carried o1 
the extent of 96.4 percent of our dollars in this country. For the 
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8 months of fiscal year 1952, this amounted to $5,186,338,000, exclusive 
of interdepartmental and interservice purchases. 

Here I must point out a basic difference in the procurements made by 
the Air Force and those made by the other two military departments. 
Clothing, shoes, food, paint, blankets, and other such common-use 
items amount in the aggregate to a considerable number of dollars 
and are generally suits able for production by small-business concerns. 
he Air ¥ orce buys none of these; they are purchased for our account 
by the Army or the Navy. Air Force procurement is largely limited 
to aircraft, power plants, guided missiles, equipment and fac ilities. I 
am sure this important difference between our procurements and those 
of the Army and Navy is recognized by the committee, but I want 
to emphasize it because it seems to be frequently lost sight of whenever 
consideration is being given to the extent to which small concerns 
participate as prime contractors in Air Force procurement. Due to 
the type of items we buy, we are more and more forced to pl: we our 
major prime contrac ts with large business concerns. As long as to 
day’s—and tomorrow’s—weapons involve heavier, speedier, and more 
ind more extremely technical items, heavy bombers, jet engines, guided 
missiles, intricate electronic systems operating detection devices and 
fire control, the prime contracting position of small business is bound 
to decline. ‘These developments simply mean that small business has 
less and less of : 1 place as prime contractors, But they have more 
and more of a aiios as subcontractors 

In discussing prime contracts, as distinct from subcontracts, which 
we will come to later, we feel that it is regrettable that the only pro 
curement action statistics heretofore available have included so much 
extraneous matter that they have confused the picture of small business 
partic ipation as prime contractors. The milit: ary de partments are al 
fault. Heretofore, and this goes clear back to 1943 5. the De partments 
have only shown the over-all procurement, and the amount that small 
business received as prime contractors — us to carry out the Gov 
ernment’s policy vy relating to small busine ss, We have got to know more 

hanthat. The all- important thing we must > now is how much of our 
over-all procurement lies within the capability of small-business 
oncerns. Then we will know the true proportion that small business 

recelving as prime contractors of the dollars it could possibly re 
eive. By knowing the small-business potential, and the proportion 
of that potential received by small business, the Congress will be 

i position to determine whether or not small business is receiving 

s fair share. And statistics presented in that manner will clearly 
show the progress made by the Government’s small-business programs 
in Increasing that proportion. The same statistics are also a basic re 
“- ment in determining the relative merits of the two methods by 
which purchasing is conducted, formal advertising and negotiation. 
Without such statistics, the evidence consists of so m: iny “ifs” and 
“buts” that proper cone lusions simply cannot be m: ade. 

When the enlarged small-business program of the Air Force started 
| year ago, my first project was to set in motion a system of reporting 
thin the Air Force that would clearly show this small-business 
potential. Your committee was informed in the hearings last May 
that this would be done. Interim reports on its progress have h 
viven you from time to time, and today we are making a * 
NOR41 52—No. 5 19 
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number of proposals that are sent out and the very small returns w: 
get from those proposals. But I do believe, as far as exposing peop) 
in remote areas to doing business with the Air Force, the only solut 

I can possibly see to it is more publicity, to let the people know wher 
they can go to get into the act, so to speak. 

Senator Gitterre. I probably have been anticipating a presentat io 
by these questions and I perhaps should not have done so. Ther 
is just one other thing in connection with my question to Mr. Wedd 

is to new machine tools and conversion in the first place. I am not 

a vail icturer, I am a farmer, but it was my unpleasant fortune to 
be Chairman of the Surplus Property Board, when we were trying to 
reconvert this industry from a war industry back to a civilian indust: 
and I went through that nightmare for some months and know some- 
thing about the condition of these plants that had the new machin 
tools, where the particular type of machine tools had been made neces 
sary because of the contracts and then suddenly the contracts wer 
cut off and many of them canceled and we had to reconvert. I found 
very few plants that had not required something in the way of con 
version by the addition of new tools at the time the contract was let 
I found very few of them and I was rather surprised when you said 
it was not necessary to make very many changes in the plants i 
respect to these contracts. That really surprised me, because I had 
worked from the other end and I knew what tremendous transitio: 
it was. 

Mr. Hine. Senator, I think I can explain that to some extent. In 
World War II we had an all-out effort and we went to the limit to 
put as many concerns in business as possible and give them everything 
they needed to do the job with. We are not quite in that situation 
today, sir. I think it has not been necessary. We haven’t got thi 
business to hand out that would necessitate the expansion of 
existing facilities on that scale. 

Senator Gittetrre. I realize that is true. 

Mr. Weppett. And there is the point, too, in that connection, Sen- 
ator, that this is only a very few years since the end of World War II. 
Now in World War II plants had to be tooled up for defense work. 
We are only 4 or 5 years, 6 years later, and to a great extent they 
are still tooled up. There has not been a 20-year period in betwe 
there in which the tools have become obsolete from the previous 
emergency. 

Senator Gitterre. All right, Mr. Weddell, you may continue. I an 
sorry I interrupted you, but I wanted to get this cleared up in my mind. 

Mr. Weppein. So much for the organization and so much for th 
distribution of the prime contracts. Now as to procurement itsel{— 
contracts and purchase orders pl: iced direc tly by the Air Force in co1 
tinental United States. Local purchases made by approximate], 
depots and bases are for housekeeping items. Altogether these loca! 
purchases amount to less than 4 percent of Air Force procurement. 

‘4 percent of these local purchases, dollarwise, are placed with sm: 
business concerns without the physical presence of any small- Siaee 
specialist. Those are the depots scattered around the country > cl 
ss the Andrews base, for example. It is at Headquarters, Air Mat 
riel Command, that our real purchasing activities are carried on to 
the extent of 96.4 percent of our dollars in this country. For the fi 
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8 months of fiscal year 1952, this amounted to $5,186,535,000, exclusive 
of interdepartmental and interservice purchases. 

Here I must point out a basic difference in the procurements made by 
the Air Force and those made bythe other two military departments. 
Clothing, shoes, food, paint, blankets, and other such common-use 
items amount in the aggregate to a considerable number of dollars 
and are generally suitable for production by small-business concerns. 
(he Air Force buys none of these; they are purchased for our account 
by the Army or the Navy. Air Force procurement is largely limited 
(o aircraft, power plants, guided missiles, equipment and fac ‘lities. I 
am sure this important difference between our procurements and those 
of the Army and Navy is recognized by the committee, but I want 
to emphasize it because it seems to be frequently lost sight of whenever 
consideration is being given to the extent to which small concerns 
participate as prime contractors in Air Force procurement. Due to 
the type of items we buy, we are more and more forced to place our 
major prime contracts with large business concerns. As long as to 
day’s—and tomorrow’s—weapons involve heavier, speedier, and more 
and more extremely technical items, heavy bombers, jet engines, guided 
missiles, intricate electronic systems operating detection devices and 
fire control, the prime contracting position of small business is bound 
to decline. These developments simply mean that small business has 
less and less of a place as prime contractors. But they have more 
and more of a ae e as subcontractors. 

In discussing prime contracts, as distinet from subcontracts, which 
we will come to later, we feel that it is regrettable that the only pro- 
curement action statistics heretofore available have included so much 
extraneous matter that they have confused the picture of small business 
partic ipation as prime contractors. The military departments are at 

ault. Heretofore, and this goes ¢ lear back to 1943, the De ‘partments 

ave only shown the over-all procurement, and the amount that small 
business received as Pp rime contractors. For us to carry out the Gov 
nment’s policy relating to small business, we have got to know more 
oun that. The all-important thing we must know is how much of our 
over-all procurement lies within the capability of small-business 
oncerns, ‘Then we will know the true proportion that small business 
receiving as prime contractors of the dollars it could possibly re 
eive. By knowing the small-business potential, and the proportion 
of that potential received by smal] business, the Congress will be 
| position to determine whether or not small business is receiving 
ts fair share. And statistics prese ‘nted in that manner will clearly 
show the progress made by the Government’s small-business programs 
i Increasing that proportion. The same statistics are also a basic re 
qiurement in determining the relative merits of the two methods by 
hich purchasing is conducted, formal advertising and negotiation. 
Without such statisties, the evidence consists of so many “ifs” and 
“buts” that proper conclusions simply cannot be made. 

hicks the enlarged small-business program of the Air Force started 
A Vear ago, my first project was to set in motion a system of reporting 

‘thin the Air Force that would clearly show this small-business 
potential. Your committee was informed in the hearings last May 
that this would be done. Interim reports on its progress have been 
viven you from time to time, and today we are making a full report 
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for the fiscal year to date, based entirely, so far as prime contracting is 
concerned, on the maximum small- business potential in Air Force 
procurement. 

During the fiscal year 1952 the Office of Small Business has made 
careful analysis of all procurements to determine that potential. I 
has been done on the suitability of the item itself as lying within the 
capabilities of small-business concerns. 

If an item is of such a nature that its production does not require 
huge organization, necessarily involving over 500 employees, then it 
belongs in the small-business potential, and we put itthere. It remains 
in the small-business potential on all procurements for that item. I 
may be an emergency procurement, and no small plant is current!) 
tooled up to produce on time. Nevertheless, the dollar value of that 
procurement is still in the small-business potential. It may be a sole 
source procurement, and possibly for a proprietary item controlled 
by a large concern. It is still listed in the small-business potentia|, 
for considerable progress is being made in the reduction of these sol; 
source procurements by arranging licensee-licensor agreements. Tlie 
point I wish to emphasize to the committee is that in dete rmining th 
all-important figure which represents the maximum small- business 
potential, our small-business specialists consider only the suitabilit) 
of the item itself and not the suitability of a particular procurement 
of that item, and this determination is made by the small-business 
specialist, not by the buyers, not by anyone else in the Air Force. 

In determining the suitability of the item, the small-business Ss} 
cialists, when appropriate, naturally consult with the buyers, with 
the initiators of the purchase request, or with engineering standard 
personnel. The final responsibility, however, is “alw: ays that of th 
Office of Small Business. 

Now, we have a chart here that shows what that analysis in the § 
months of the fiseal year 1952 has shown as to the actual small-business 
potential in Air Force procurement... That is, of course, for continental 
United States and does not include interdepartmental or interservice 
purchases, and purchases made through the Canadian Commercial 
Corp. Those are the things over which we have no control whatso 
ever, as to whether it will go to large or small business. 

(Chart referred to follows on p. 287.) 

This report covers the first 8 months of the fiscal year. You will 
notice here on the chart the part above the red line is outside of | 
possibility of small-business concerns in any way whatever to act as 
prime contractors. Below the red line is their potential as prime c 
tractors. In the first quarter of the fiscal year the small- i iners 
potential is 9.2 percent. In Oc tober it jumped up to 18 percent, and 
in November it was down to 6.7 percent, in December 16 percent. 11 
January 18 percent, and in February down to 16 percent. The average 
over-all was 9.3 percent. In dollars it meant that of this $5,186 millio 
Air Force purchases, $482 million approximately was in the small- 
business potential. 

Senator Gitterrr. Now, Mr. Weddell, what is the reason that, from 
month to month, there would be such a tremendous change in 
potential ? 

Mr. Weppe... That is a very interesting question, Senator, because 
it is one of the reasons why this is the only way we can properly report 
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Ile ‘re in the month of October it was 18 percent potential, in November 
6.7 percent pote ntial. In November we purchased a great many more 
airframes and electronic systems and a great many more engines thi 
we did in the month of October. We were buying more of the bits and 
rieces, if you want to call it that, in October than we were buying 
Reve mber. It is due to the nature of the items that we are buying 
any particular month which makes it go up and down. 

Senator Guerre. Then it is not the potential you are designat 
there; it is the actual purchases; is it not 

Mr. Weppe.u. This | indicating] is all that small business could 
handle. If it had all been handed to small business on a silver platter, 
that is all that small business could handle. 

Senator Gituerre. I see what you mean by “potential.” 

Mr. Weppeti. This is the maximum amount that they could have 
gotten in that month of November due to the type of items that we 
were purchasing. So you can’t take any particular month, you have 
got to take a long string of them, and we wind up here in the 8 mont 
of this fiscal year with 9.3 percent, and when you get through with 
the fiscal year we are not going to show very much more than that. 
We might get it up to 10 percent, but I would be guessing. What we 
realize then, with these billions that the Air Force is spending, is th 
there is a relatively small amount that could possibly be placed with 
small business, but that gives us something to go on. 

Senator Gitterre. Excuse me. The Chairman has come back 
take over. 

Senator Moopy. I am sorry I had to excuse myself for a while, 
there was something that had to be done, you can understand, 

Mr. Weppe... I appreciate that. 

Senator Moopy. Please proceed. 

Mr. Wereppe... We were spe aking, Se nator, of the analysis that 
been made by our small-business specialist at Wright Field during | 
first 8 months of fiscal 1952 to determine what was the small-busi: 
potential, taking out the airframes, engines, propellers, and oth 
items, electronics, that are clearly beyond small-business opportunit 
That was done on an analysis of every single procurement. It was 
done by any guess work. It shows that for the first 8 months 
small-business potential was 9.3 percent. Out. of ene | 
the Air Force had placed in contracts only $482,000,000 of it cou 
under any circumstances, have been pli aced as prime contracts 
small-business concerns. So that now gives us our start. It 
figure here [indicating] of $5,186,000,000, where our subcontract 
program is directed. How much of that can we get the prime 
tractors to place out with small-business concerns? In our own pr 
contracting program we want to see small-business concerns get ever) 
bit of the $482,000,000 that they can possibly handle, and that is | 
purpose of our prime contracting program at Wright Field. 

I should mention this about this $482,000,000. Some people 
“Why do we spend so much time, why do we put in so much eff 
at Wright Field on such small figure?” It is less than the value of a 

prime contract that we place with one major prime contractor 

Senator Moopy. It is quite obvious, because it means the lift 
death of a lot of small businesses. 
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Mr. WEDDELL. That is very Important, Senator. Also there is this 
fact, that even in these days that is still a sizable amount of money, 
S482 000000. 

Senator Moopy. I was just roiling to Say if you consider that S482, 
900,000 a small amount of money then times have changed. 

Mr. Weppe.u. I meant that it is a small amount of money in com 
parison to the over-all Air Force dollar-value of procurement. But in 
addition to the point you mentioned, we think there is another very 
mportant reason: it 1s Important to us. We have aggressive cam- 
paigns in the fie le | direc ted tow: ard our prime » contractors, for them 
to get out and do something about the placement of subcontracts with 
cmall business. We do not feel we have any rieht at all to ask them 
to do some thing we do not - ourselves. We are a it to the best 
of our ability here, and we believe quite effectively, and we are able 
to show our prime contractors not only that we are doing it ourselves 
but we can show the results we are getting, how it is actually in some 
cases lowering the cost of the items because the small-business concerns 
are underbidding the larger concerns. 

Senator Moopy. That is very encouraging. Also, isn’t it true as 
you put contracts of that sort into small business you are broadening 
the industrial and military potential of the country / 

Mr. Weppein. Yes, sir. A point that*l w: anted to bring out a little 
bit earlier, in the time when you were out of the room, Senator, was 
this: Inthe Air Force a small-business pee isa must. We cannot 
possibly carry out our basic function unless » do have the loyal 
and active support of the competent small- el il concerns of this 
country. We have got to have it. We do not have as much as we 
should have. There are fears, there are ideas to the effect that : “Well, 
we can’t deal with the Air Force.” Part of it is our fault. We have 
got to overcome that sort of attitude, we have sot to overcome that 
situation by showing them we have the door wide open to them and 
every part of the program is designed to see to it that there are no 
unfair practices, that they are put on as equal a basis as any other 
business concern. Regardless of whether there is a small-business 
program in the Government or the Department of Commerce, or what- 
not, the Air Force has to have a small-business program itself for its 
own purposes. 

Senator Moopy. I am very glad to hear you say that. I would like 
toask whether anyone has brought to vour attention the practices that 
have been carried out in the Departme nt of Defense regarding the 
enforcement of Public Law 921. Are you familiar with that law ? 

Mr. Weppe.n. Toanextent, am. I think Mr. Golden can probably 
give you more information on that. 

Senator Moopy. As you undoubtedly know, Mr. Golden, that law 
W as passed by the Congress for the purpose of protecting both the mili 
my services of supply and playing fair with the small business people 
who have undertaken to do a job for the Government and who have 
caught in a squeeze by economic circumstances beyond their con 
ak The law was not made to bail out any bidders who merely had 

ibmitted low bids for the purpose of getting business with the idea 

of recovering later by increasing their price, if they could. That would 
not be fair to the people from whom they had taken the business, but 
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on the other hand, it was clearly the intent of the Congress to take care 
of the extreme hardship cases. 

We had a full set of hearings, Mr. Weddell, which I think you 
would be interested in, in which we had some of the important officials 
of all three services, who pointed out that they had operated under 
such stringent restrictions that, in actual fact, companies which had 
bid on business in good faith and apparently competently before the 
Korean strife, were » pl: aced in jeopardy by rising costs. They actually 
went into bankruptcy because of fixed price contracts and a change In 
economic circumstances which neither the Air Force nor the Navy nor 
the Army nor the contractor could control. The purpose of the law 
was to protect the sources of military material, and also to give smal! 
business confidence so that they could deal with the Government with 
out any unfair loss. The thing that reminded me of it this morning 
was when you indicated the re ‘luctance on the part of some small busi 
ness to come in. It was for that reason perhaps more than any other 
that we conducted quite extensive hearings on that question and issued 
a report urging that the stringent rules, and the rule of absolute essen 
tiality of a small business to the material procurement program of the 
Armed Forces be changed to a rule of equity and fairness, and also of 
assentiality when necessary. 

Mr. Weppetz. I am aware Of those situations and I get some of the 
specific cases landing on my desk at different times. It is quite a 
problem, as you stated, as to how to set that thing up in such a way 
that it does not defeat its own purposes. 

Senator Moopy. You can’t just bail out bidders who did not bid in 
good faith. 

Mr. Weppe.x. You might bail out a person who had not oe. ly 
put himself in that position. I may be wrong, but I think the Air 
Force was not a party in those hearings. 

Mr. Gotpen. That is correct. We had as of that time about nine 

eases that had been submitted to us, which was hardly a sufficient 
number to base any experience on or come to any conc lusion. 

Senator Moopy. The answer for that, of course, is the answer in 
Mr. Weddell’s charge that the big majority of procurment does not 
lend itself to prime contracting by small business. 

Mr. Gowen. That is correct. 

Senator Moopy. Perhaps that is a subject that we could take up 
better with the Navy and the Army. I just wondered whether that 
regulation has been changed. 

Mr. Goupen. I can answer that. 

Senator Moopy. All right, we will be glad to have your answer. 

Mr. Gotpen. I believe you addressed that copy of the report to 
Secretary Lovett. 

Senator Moopy. That is right. 

Mr. Gotpen. And he is considering that matter now. 

Senator Moopy. I see. 

Mr. Gotpen. I am sure he is calling on all his experience to try to 
arrive at the right result. I think there is definitely a cleavage, as 
your hearings pointed oe a definite cleavage of opinion as to the 
philosophy behind the act 

Senator Moopy. You mean a cleavage in the philosophy behind 
the act and the enforcement of the act? 
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Mr. Gotpen. A cleavage between your philosophy, or your indi- 
cation of the philosophy ‘of the act, and tht at reflected in the present 
regulations of the Department of Defense. 

Senator Moopy. It was not my philosophy. I was not in the Sen- 
ate at the time the act was passed. I do agree with it, but I was 
merely pointing out what the clear intent of the C ongress Was as indi- 

ated in the history of the passage of the act, the comments of the 
noo leader of the House and the comments of others. There 

as certainly a cleavage there. I agree with the views of the Depart- 
nail of Defense on the nec essity of guarding against bail-outs. In 
title IL of the act we specifically wrote into that report what we hoped 
would be some legislative intent which would be taken notice of by 
the Department. “It mi iy be there have been a few cases of hardship, 
but nevertheless it is pretty rough when a person is driven out of 
business under those circumstances, and in every case they were smal] 
business. 

[ sort of took you off your line of thought there, sir. You may go 
right ahead. 

Mr. Wepve.x. In view of that potential being such a low figure as 
compared to the part that has to go to large business concerns—— 

Senator Moopy. I did not hear the first part of your statement. 

Mr. Weppetu. In view of the small-business potential being roughly 
$482,000,000 as against the $5,000,000,000, it definitely shows us where 
the major emphasis of our small-business program has got to be 
placed: it is within that subcontracting end of it. We feel our job 
s to see that small business has its place at the table, to make certain 
that it receives the same information as other business concerns, and 
at the same time, and that no favoritism is shown. It is our firm con- 

iction, and we believe these figures, and others that we are about to 
present, support that conviction, that under proper conditions, small- 
isiness concerns are able to, and do secure their share of the procure- 
ments for items they are capable of producing. 

In the small-business potential, and included in the awards to small- 
business concerns, are the figures of a very unique activity at Wright- 
Patterson Air Force Base, which we call Operation Pacemaker, which 
| willask Mr. Hine to describe to you. 

Senator Moopy. Mr. Hine, we will be glad to hear you. 

Mr. Hive. In this operation, which incidentally was developed a 
Wright Field during World War IT by the Smaller War Plants Cor 

ration representatives and the Army Air Force, our small-business 

alysts work closely with the buyers in the securing of small-business 

irticipation to the greatest possible extent. Every purchase request, 

ier than those classified and those under $10,000, received by the 
Procurement Division is given a preliminary screening by small- 

siness specialists to determine whether or not the item cailed for 

longs in the small-business potential. If it does, the purchase re- 

est is so labeled and thereafter it progresses in accordance with this 
hart. 

Chart referred to follows:) 

The procurement starts with the initiation of what is cailed the pur- 
hase request. A copy of that comes to our small-business analyst who 

reens it as to its suitability for small business, and we have a form 
for that purpose. They consult with the buyer then to get his agree- 
nent to the predetermined percentage of that procurement that we 
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PROGRESS of 0 Purchase Request 


BUYER AND 
SMALL BUSINESS wee SPECIALIST seven  SUYER AND 
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initiation fe SCREENING , MULTIPLICITY [SRN FURMISHES 
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FIELD OFFICES PLUS — ‘FoR Side 
SELECTED SOURCES 


feel is suitable for small business, and the buyer and the small-business 
specialist decide on the predetermined percentage. Then we consult 
with the buyer to determine the method of procurement, whether it 
shall be advertised or negotiated. It is the Small Business Office 
policy to encourage negotiated procurement because we think we have 
far more latitude and can do more for small business by negotiated 
procurement than otherwise, and we will show you the results of that 
operation a little later. 

Then we also determine the practicability of multiple awards, to 
ee ad the base and also to maintain the base, which is important t 

: then whether the procurement is to be advertised or negotiated w 
call for what we call our bidders’ list. We have some 18,000 names on 
our bidders’ list right now of firms who have indicated in the procure 
ment catalog the items within their capability, so if the procurement 
calls for mouse traps, to use a silly illustration, the buyer calls for the 
bidders’ list for mouse traps, we push the button and all the cards 
come out for all the manufacturers of mouse traps in the country. I! 

‘not quite as simple as that im our operation, 

Tf it is advertised, advance notices are sent out to all the qualified 
sources on the bidders’ list. If it is to be negotiated, the advance 
notices are sent out to the selected firms on the list. We do not elim 
nate any name from the bidders’ list by name, we eliminate them 
category only. I mean by that if the procurement is substantial. 
$3 or $4 million, it is obvious a firm with a capital of $5,000 could not 
participate in that procurement. That is what I mean by “category.” 
A certain concern may not have sufficient floor space, may not have 
adequate machinery, and the information we have on file of those 
firms gives us that information, which is coded accordingly. 

Senator Moony. How do you select your firms to contact? Say. 
there are 50 firms which your preliminary check indicates might | 
eligible to negotiate on a certain bid, how do you make your selection / 
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Mr. Hine. It depends, sir, on the size and also on the nature of the 
procurement, as to how extensively we will go out, to the sources. We 
have sent out as many as 500 requests for proposals on a given procure 
ment. You will see more figures later on, that will show the extent to 
which we have sent out RF P’s 

Senator Moopy. For the record, will you state what that RFP 
ineans ¢ 

Mr. Hine. RIP, sir, is the request for proposal, used in negotiated 
procurements as distinguished from invitation for bids, which is an 
advertised procurement. 

In addition to the lists that we come up with from our Services 
Section, which compiles that list, the small-business specialist can add 
iny names that he knows of to that list, and then the advance notices 

re sent out in the form of a postal card, and based on the returns from 
those cards our source is determined. All those firms that slonify 
their desire to participate in procurement are then sent complete 
bid sets or specifications, The advance notice comes here | indicating 
on chart |, and then we determine the sources that are to be contacted 
from the return cards, plus any other names we may know of, and 
then the Services Section prepares the data to send out in connection 
with the bids. 

The question of publicity also comes in there under the Munitions 
Board policy of synopsizing proposed procurements, and whether a 
procurement is synopsized or not is the sole responsibility of the 
Small Business Office. The buyer cannot say to us, “We won't 
synopsize.” We determine what will be synopsized. That is our 
sole authority, our sole responsibility. Then the bid sets go out. 

Those proposals and bids come back, and sooner or later they get 
iround to the buyers for procurement action, We sit in with the 
buyer and make a determination with the buyer as to who is going to 
vet that award. Tf it is an TFB, an advertised procurement, there 
snot much choice in the matter. It woes to the lowest responsible 
bidder and there is nothing else do do with it. If it is an RFP on 
negotiated procurement, we can split it up; we can make multiple 
iW irds: we Cah have price differentials. We have considerably more 

itude in that case. 

Senator Moopy. Mr. Hine, is it your opinion that the process of 
egotiated bids in the long run substantially costs the Government 

increased amount of money, or do you think there is not too much 

ference ¢ 

Mr. HINr. You mean, sir. from the standpoint of the leneth of 

me spent in the procurement, or in the price of the item? 

Senator Moopy. How much more does the Government have to pay, 
f anything, on the negotiated-bid basi 

Mr. HINE. I would not say we oases LO pay any more, and, perhaps, 

sibly less. 

Senator Moopy. Would you explain that, as to why you feel that 


/ 


Mr. Hiner. Well, where negoti ition iscarried out ina proper manner 
a matter of getting three or four responsible low bidders together 
| knoe king their heads together to get the price down. That is 
just as you would do in civilian commercial busines 
Senator Moopy. Instead of closing it up and bakin: oe the low bid, 
you try to negotiate them dow nward: is that correct 7 


] 
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Mr. Hine. Of course, that is the real intent. In the IFB we hav. 

nothing to do except make the awards to the lowest responsible bidders. 

Senator Moopy. Would you go so far as to say the Government 
saves money by negotiating bids? 

Mr. Hiner. I would think in principle, yes, sir, that would be my 
personal opinion, based on my experience in commercial life. 

Senator Moopy. I was interested in your point, because a great 
many people have the impression it is more costly to the Government 
to negotiate bids. Without knowing too much about it personally. 
my opinion has been if negotiations are carried out properly what 
you say would be true. 

Mr. Hine. It does cost us more in concentrated effort within a period 
of time. 

Senator Moopy. Of course. 

Mr. Hine. And the workload, of course. 

Senator Moopy. Yes. 

Mr. Hinz. A buyer, frankly, would much rather advertise than 
negotiate. It would be much simpler for him. That is the easiesi 
way out for the buyer. 

So we get down to the point here where we are preparing to mak 
the award, and we sit in with the buyer in the evaluation of proposal: 
and determination of those awards. I am talking now of requests for 
a negotiated procurement. ‘The IFB takes care of itself. That goes 
to the lowest responsible bidder and there is nothing we can do about 
that. Let us say, for the sake of argument, there are four concerns 
there who have submitted low bids, we consider all four are eligible 
for that procurement, and we then call upon our field org: anization, ou: 
offices out- in the field, to make what is called a ‘acility Capabilit) 
Report. That is a very important step a our procurement. 

Senator Moony. That may mean 64 ways and means of finding out 
whether the bidder can do the job or not; is ‘that right? 

Mr. Hine. That is it exactly, to find out his financial ability, h 
physical ability to meet delivery, and all that. Wecan save ourselves 
a lot of headaches and a lot of potential bidders’ headaches who, afte: 
all, may not have figured the procurement properly and who may be 
in hot water. 

Senator Moopy. Maybe they would bite off a lot more than they can 
chew. 

Mr. Hinr. Yes. So at this point [indicating on chart], the award 
is made. We go back to determine some time prior to the procure 
ment action as to how-much of that procurement is acceptable for smal! 
business. Let us say for the sake of argument that 75 percent of tli 
procurement was agreed upon with the buyer to go to small business 
and that is acceptable to the small-business specialist, and then in the 
actual award we find that small business actually got 65 percent 
that 75 percent. Then the buyer has to document the contract file in 
writing and sign it, explaining the reasons for that difference. 

Senator Moopy. You mean the small-business specialist has veto 
power ? 

Mr. Hrne. No, sir; the small-business specialist does not have veto 
power. The buyer makes the final determination. But if a smaller 
percentage of the award goes to small business than the amount that 
was determined suitable for small business, the buyer has to justify his 
reasons therefor in writing, and we have that in the contract file. 
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Now, there are countless reasons why small business did not get the 
award, and a later chart will show specifically why during the period 
covered they did not get the awards for which they were initially 
considered suitable. 

Senator Moopy. I think the purpose of that is fine, but I am wonder- 
ing whether the amount of paper work would justify it. 

Mr. Hine. It is a form, sir, a very simple form. We have it made 
as easy for the buyer as possible. 

Senator Moopy. I would like to see it. 

Mr. Wepvect. I think we can make it up for you, sir. 

(Form referred to follows:) 


SMALL BUSINESS OFFICE COORDINATION SHEET 


PART I (FILL IN PRIOR TO ANY PROCUREMENT ACTION) 


P. R. No Sacencceareinoawee S. B. O. No 
Item_ ; ee a ee Prop. class 
Estimated cost $_- aout ont ea) 
Usual oe a dette ait ai eineeles ak calla haiti 
ANGCEIOG 10... By) cnn een pe reent 
Advertise ) ‘Negoti: ite (] Synopsize : YesC] Nol 
Mech. Source List: Yes] Not] If No, explain: 
AFPI 70—45 and DOI 70-134 applicable: Yes) No. 
In accordance with paragraph 8a, appendix No. 1, DOI 70-S1, prior to making 
awards, the buyer will coordinate with the Small Business Office 
S. B. Specialist ieoxa a Buyer — 


PART Il (FILL IN AT TIME OF RECOMMENDING AWARDS. RECOMMENDED AWARDS) 


Date 
Negotiated [] Advertised Negotiated after advertising | 
No. of IF'B’s or RFP's Bids or proposals —_- L. B. 
i a Item —- — Amount 
Buyer 
Small Business Office concurs: Yes | No () S. B. Spee 
“MCPB-2 
(If No, see reverse side) 
Code of justifications for awards made to other than small business concerns: 
No bids received from small business. 
Price out of line. 
Unqualified financially. 
. Unqualified technically. 
». Unqualified physical facilities. 
Unable to meet delivery schedule. 
Proprietary item. 
Tooling cost prohibitive. 
Qualified product where no small businesses have product approved. 
. Emergency procurement. 
Bid not according to specification. 
2. Distressed manpower areas. 
omments 


Senator Moony. I think it is wonderful. 

Mr. Weppett. I do appreciate that, sir. I think it is wonderful 
myself. 

Senator Moony. Although I am not willing to concede it, certainly 
I hope you are right. 

Mr. Weppeit. Thank you, sir. 

Senator Moopy. If you can establish a simple formula, I think that 
is fine and I would like to see the other departments follow your 


lead. 
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Mr. Weppeit. May I make this statement—I want to clear up one 
thing that Mr. [line ‘said, speaking about justification for not award 
ing to small business a contract, or part of a contract, which was de 
termined to be suitable for small business. 

Even on an advertised procurement, where it has to go to the lowest 
responsib le bidder. if the lowest bidder is a large business concern 
and it is one of these procurements determined suitable for smal 
business, then the award must also be justified by the buyer. Unless 

100 percent of such : \ procurement goes to a smi all-business concern, 
a ‘re must be a justific ation by the buyer on this form mentioned. 

Also, Mr. Chairman, it is a simple form. It has the entire history 
of that procurement, showing the number of solicitations, the num 
ber of business concerns bidk ling. where they are located, and who 
vot the awards, all on one sheet of paper, and it is signed by the 
buver and by the small-business specialist. 

Senator Moopy. That is very interesting. T think that you have 
worked out a system, from your statement, which would put the 
ereatest pressure which it would be wise to put in the direction of 
directing the work to small business without actually directing the 
procurement itself, 

Mr. Hine. That is correct, we are doing everything, sir, except di 
recting the procurement, which we cannot do. 

Senator Moopy. I think it is explicit from what you are saying that 
you are getting full cooperation. 

Mr. Hiner. We are. It has been the result of daily contact. And 
we have these small-business specialists working with up to roughly 
500 buyers, meeting every day. 

Of course, we have directives—but. as you know, the buyers are 

fed up with directives that I doubt if they read half of them or 
have time to read them, even. 

Senator Moopy. You have Manpower No. 4? 

Mr. Gotpen. They have. 

Mr. HIne. They have, and we have read it, and we are using it, 
cidentally. But, that is an additional program and we have frequent 
meetings in our Small Business Section and we have our dailv co: 
tacts, and the rough spots are pretty well ironed out. 

We started operations July 1951 and it has been running very 
smoothly now and we are getting excellent cooperation from t] 
buyers and I am very pleased with the smoothness. I was a littl 
apprehensive at first about it, but I think the results are worth wh 

Senator Moopy. Well now, how long does it take under this » 
cedure that vou have des hell appears to me to be very well 
worked out. How ae rns it take? 

Mr. Hiner. Well, this covers, Senator, the entire procurement cy: 
from here to here lindicating on — 

Senator Moopy. That is all right, but I meant from the time star 
point, from the time they are tol by the service to procure a cert: 
item and the time that the green light is given to the contractor, eve! 
ona bid basis or negotiated basis, how long is it, ordinarily ? 

Mr. Hine. Well, our procurement cycle, Senator, I would say avi 
ages about 120 working days. It may take a little bit longer t] 
that, but I think that is a fair statement as to the aver; age, 120 wi 
ing days from the time in which the papers are initiated until a con 
tract is signed, sealed, and delivered. 
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Senator Moopy. And how many sheets of paper would you roughly 
estimate there are in that cycle ¢ 

Mr. Hine. Well, 1 would not have the faintest idea, sir. It would 
depend entirely on procurement. For instance, we have one procure- 
ment item, an A1A computer, on which the drawings alone weigh 
500 pounds— 

Senator Moony. No; I did not mean that, I mean the number of 
papers that have to pass back and forth. You understand, these are 
not critical questions. 

Mr. Hine. No, sir; I understand that 

Senator Moopy. I hope you understand that but, as you know, there 
are people who would hke to cut down the red tape, especially people 
who come in from the business world, and we have heard about all of 
these papers and all of these forms, and I am simply wondering, be- 
cause that is a very frequent complaint of business people, about the 
forms being so complicated and so numerous and so on. 

Mr. Hine. Of course, that is also of very considerable concern to us. 
Perhaps Mr. Golden might talk about that. 

Mr. Gotpen. Well, I went to Wright Field about 2 weeks ago with 
Mr. Gilpatric and we were very much concerned about the same 
problem of the procurement cycle. 

You do not only have a procurement cycle from the time you give it 
to the Procurement Division until the contract is distributed—you 
have it from the time a requirement is generated until it reaches the 
Procurement Division. 

As of April 1, we found that the Air Matériel Command was re- 
fining the system, cutting down the paper work considerably, to the 
point where, for example, they had several forms before, they now 
have one for a particular operation. 

Senator Moopy. Well, one form—is it six times as complicated ? 
[ Laughter. | 

Mr. Gotpen. No; it is a very simple form. 

Now I will give you this from memory, but on a particular procure- 
ment they found that a paper was going from the procurement people 
to the packaging people, to the fiscal people to see if funds were avail- 
able, to the technical people, and others who had to coordinate on the 
procurement to get the procurement going. 

Well, AMC took a test run and found that that particular piece of 
paper at Wright Field went miles before it completed its circle, and 
by the simple process of—well, it seemed simple after we found out 
what the trouble was—of getting all of these different. coordinating 
units into the same building. That particular coordinating operation 
has now been cut down from about 30 days to approximately 5 days. 

Senator Moopy. When was that done ¢ 

Mr. Gotpen. It was put into effect about April 1. 

In addition, on the procurement 7 itself, by doing another simple 
thing—I will not go into details, but I will just show you how it 
works—time is being saved. The action paper would go from the 
buyer to the evaluator, to the Procurement C ene to the facilities 
evaluators, and so forth. For ex: imple, under “ ac ilities check” 
on is “Facilities C apability Report "—AMC sat that it takes any- 

here from 10 to 30 days to get a report. 

Until recently the buyer waited until the paper came back before 
sending it along for the next coordination. In the new system, the 
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one that they have put into effect, instead of taking all of these steps 
in series, that is, consecutively, AMC found that on about three 
quarters of the coordination operations | they could do the things con 
currently, so that the 120-day period, it is estimated, is going to be cut 
down anywhere from 40 to about 60 days. 

Senator Moopy. Well, I was just about to comment that it must 
be terribly frustrating to business to have these items that are so 
urgently needed, and small business wanting the work, to find the 
militar y going into such red tape that they have to wait for 120 days 
before they can know what is going to happen. 

Mr. Gotpen. Let me give you an illustration—of course, that does 
have an impact on large : ‘and small business. ‘The fellow has been told 
he will receive a contract, and he wants to get going, but he cannot 
buy any material until he gets some sort of commitment, and he has 
to wait and wait. 

Senator Moopy. Yes. 

Mr. Goxtpen. Well, now we have found—and this is true not. onl) 
of the Air Force but elsewhere—we have found that the mere lack of 
duplicating facilities was holding contracts up from 40 to 60 days 
from the time the award had been made until the time the contract 
was put into the hands of a particular contractor. That part of the 
job, I think, has been licked about 60 percent by getting more duplicat 
ing facilities. We are trying to get more. 

Senator Moopy. It appears that what has been done has been an 
efficiency analysis of the operation. 

Mr. Goipen. Oh, yes; and we have done a thorough one because 
it has been affecting our program terrifically. Mr. Gilpatric and I 
spent a terrific amount of time on this. 

Senator Moony. I’m sure you have and I am very glad that you did 
it. It occurs to me to ask why it was not done a long time ago. 

Mr. Gotpen. Well, what has happened is this, Senator: Since Korea 
you have had an impact on procurement that has gone from the figure 
of 1 to 2 billion a year to $16 billion, and I think that it has bee: 
done, in general, with the same number of people. There has not been 
a proportionate increase in the number of people doing that work, you 
see, and the first emphasis was on doing the best job we could with 
existing facilities. 

Senator Moopy. I know, but why should they be trying to do it 
with such systems where you had to take 30 days, when you could go 
right on through with a simpler system ? 

Mr. Gotpen. Well, I think that when you have these smaller ef 
curements in peacetime, I don’t think the problem rears its ugly head 
But then, when you got into the crush of procurement, it became 
simply impossible. Wright Field has done a grand job in cutting 
down the total time and when we get the real proof, which I have 
asked for, as to exactly how much time has been saved, we will giv: 
it to you, Senator. 

Senator Moopy. If you can make that up, it will be very helpful. 

Mr. Gotpen. We surely will. 

Senator Moopy. Because that is one of the most frequent criticisms 
to this committee, which has been the criticism as to the length of time 
that it takes because of red tape and cumbersome procedures. I was 
going to ask Mr. Hine about that. 
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I think that this set-up that you have described is a very intelligent 
set-up to screen this thing to small business. 

Of course, I do realize that you cannot set up a good system and 
do it in 30 minutes. I understand that. But I do not see any reason 
why it could not have been done before. Nor do I see any reason 
why you cannot have a good system in the Government, in the mili- 
tary, without all of the red tape and the length of time it takes to 
eet action. It is quite frustrating to business people. And, of course, 
| have considerable experience on that myself, and I know how busi- 
ness people feel when they come up against procedures that take 
induly long times. There 1s too much involvement and complication. 

Mr. Hine. Yes, as you say, it has been very frustrating to us. And 

has been a project, as Mr. Golden has indicated, that we have been 
working on for a long time. 

Senator Moopy. And I am glad that you are progressing. 

Mr. Hine. We are, too. 

Senator Moopy. Let me ask you this: To what extent was the impe- 

put behind this movement toward small business by Senator 
Spain in’s committee, the committee responsible for the emphasis 
and the drive to that end ? 

Mr. Hine. Well, I think we mentioned that when you had to 
leave 

Senator Moony. I had to step out of the room. 

Mr. Hiner. Yes, and it was mentioned that the small-business pro- 
gram was under way before the Munitions Board memorandum of 
\pril 1951 came out, which was the memorandum directing the De- 
partment of Defense to implement the small-business program. 

We have considered that small business is essential to us in carry- 
ng out our mision of increasing our strength in war 

Senator Moopy. It is, indeed. 

Mr. Hine. So, it has been our policy—but I do not think that we 
wked any particular emphasis or impetus to get our small-business 
program under way. 

Senator Moopy. I am glad to hear that. 

Mr. Hine. It was under way before the directive came out and be- 
fore the SDPA was created. We were doing then what they are ad- 
vocating to do now. 

Senator Moopy. To what extent do the SDPA people fit into this 
procurement picture now—I mean to what extent so far as you are 
concerned ¢ 

Mr. Hine. Well, I am going to cover that, sir, a little later in my 

resentation, but a answer you specifically, the ‘y have not sent any- 

ody out to AMC yet. I think that the first team is due out there 
next Monday. 

Senator Moony. They have had somewhat of a frustrating experi- 
ence themselves, I believe, with the Congress, in not getting enough 
appropr iations to operate. 

Mr. Hine. Yes; I understand that is right. 

Senator Moopy. And that is the answer to the question of why they 

ive not done more; but they have been trying to get that job done. 

Mr. Hine. Well, I expect that the advance party will be out there 
ext Monday and they will be working shoulder to shoulder with us 
in this Operation Pacemaker. 
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Senator Moopy. You do welcome their cooperation / 

Mr. Hine. Sir? 

Senator Moopy. I say, you do welcome their cooperation ¢ 

Mr. Hine. Yes; we certainly do. They will fit right in with us 
and they will be right in on every one of these operations and we wil| 
consider their recommendations, if help from them or anybody will 
be of assistance to increase small-business participation. That is what 
we are out for. 

Senator Moopy. Now, on that manpower directive, is there a cut-off 
date for contracts under that directive# What I mean by that is this: 
I received a complaint from a citizen, that. this mahpower directive 
was not being applied to contracts which were let out before a or 
date. I believe that date was March 16. He said that only bids 
taken after that date were being considered under that directive. 

Now, he pointed out that the reasons for the directive, not alone 
in his area, but in other areas and other States, was the urgent nature 
of the unemployment situation, with business and factory shut-down: 
or operations greatly curtailed, most of it incident to the change-over 
to the military production particularly. He said that the manpower 
directive was applied only to bids submitted after a given date and 
it seemed that due to the very procurement procedure you were dis 
cussing, the 120 days plus, that there would be a certain lag so that 
the urgent nature of the situation would be missed by the very fact 
that this contract preceding a certain date would not be considered 

Mr. Hine. I think you had something to say about that yesterday; 
I think you asked the Navy the same question. 

Senator Moopy. I did ask the Navy the same question and I thought 
you wanted to have it as a part of your presentation in this record. 

Mr. Hine. Our cut-off date, sir, is any time prior to the actual 
award of the contract. We do not care when the purchase request 
was initiated, if it was initiated a year ago and has not actually been 
awarded we would still use it—— 

Mr. Gotpen. May I read a statement ? 

Senator Moony. Yes. 

Mr. Goupen. You recall that the Munitions Board implemented 
Mr. Wilson’s policy the morning of March 20. That was sent out by 
teletype to Wright Field that very morning and the very next da\ 
we started looking into the possible help that we could give Wright 
Field in applying that regulation and this very question was dis- 
cussed and the instructions to Wright Field read as follows, in part: 

The policy will be applied effective upon receipt hereof by contracting officers 
to procurement not vet begun and also in cases where procurement has bee! 
initiated, except that as to procurements already initiated, the policy will not be 
applied if (a) it would unreasonably delay the procurement, or (b) a firm com 
mitment or understanding had been reached with a contractor or contractors 
but had not been reduced to formal contract or letter order. 

We thought that if. for example. the contractor has been told pric 
to the receipt of this that he had the award and he undowbstedly too! 
steps even though he did not have a formal commitment, that it would 
obviously be unfair to take it away from him. 

Senator Moopy. That is fair. 

Mr. Gotpen. In practice, I am told by Wright Field—and M 
Hine has just confirmed it—it will have to be a hardship case, an eme! 
gency case, before they would apply that rule on the basis of “unreason 
ably delay the procurement,” which I quoted. 
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Mr. Hine. Now, that teletype and instructions were Impl mented 
In an informal memorandum to the Procurement Division on April 
| and my office, incidentally—— 

Senator Moopy. April 21 ¢ 

Mr. Hine. March 21, 1 am sorry. The day that my office—— 
Senator Moopy. Have you let any contracts under that memo 
randum ¢ 

Mr. HINE. Yes, sir: we have, We did not come prepared, but Mr. 
Golden here has a few specific cases on that paper and he would be 
very glad to have you see it. 

Senator Moopy. I would appreciate reading it into the record. 

Mr. Gotpen. Do you want the names of the people / 

Senator Moopy. Yes. 

Mr. Go_pren. We go it by tele ‘phone because we understood you were 

nterested in a few representative cases that had actually occurred, 

Senator Moopy. I would appreciate it very much. I am greatly 
interested in this because, as you know, I have had considerable diffi 
culty in this, particularly in my State where we have had all of these 
shut-downs and limited operations due to the ¢ hi ange-overs into mill 
tary production, with the consequent cut-backs. 

Mr. Hine. Mr. Golden has the list. 

Mr. Gotpen. May I omit the names, just so that we do not— I mean 
[ will give you the facts and if you want the names later-—— 

Senator Moopy. Yes. 

Mr. Goupen. This was taken down over the tele phone : and it is not in 
any shape to present to you, although I will give you the copy that I 
have here, as I have it, if you want it after the hearing. 

Senator Moopy. All right. Why do you not want to use the names 
of the companies ¢ 

Mr. Gotpen. Just this, we try not to reveal unit prices particularly 
in negotiated procurement. 

Senator Moopy. I did not mean to reveal the prices, but I would 
just like to see—I would like to know what the companies are and in 
what towns and what States, which have profited by this manpower 
directive. 

Mr. Hine. The reason for that, sir, is that in some of these cases 
they are merely in the recommendation for award status and we do 
not want to divulge that information until it is signed, sealed, and 
delivered, and that is our reason for not wanting to give you the 
names, because it is not public information yet. 

Senator Moopy. Oh, I see. 

Mr. Hine. The awards may have been determined by the buyer 
but official notification has not gone out. 

Senator Moopy. You mean you do not want to get the good news in 
the record, is that it? | Laughter. | 

Mr. Hine. Well, we do not want to have to prematurely divulge 
that information on a negotiated procurement—we cannot divulge it. 

Senator Moopy. Well, I do not stress that point. I am only inter 
ested in the results, really. 

Mr. Hine. In any of these cases where the ‘y have signed the con 
tract, we will gl: idly give it to you. 

Senator Moony. Well, I did not know the reason for not caring to 
givethe names. I believe in public business being open, and I thought 
if you had it, I did not see why—— 
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Mr. Hine. Well, that is the only reason. 

Mr. Gotnen. I might say for the record that I know in the first case 
that this firm was given a proposal to bid and is getting the award. 

Senator Moopy. And wher re 1s it? 

Mr. Gotpen. I believe it is in Grand Rapids, Mich. 

Mr. Hine. Grand Rapids and Plymouth, Mich. 

Mr. Goupen. Yes, and another from Plymouth. 

Senator Moopy. I am very much interested. Go right ahead. 
{ Laughter. | 

Mr. Gotpen. You have got to realize that the reports on the first 
month or two of operation are not in yet because of the procurement 
cycle. 

Senator Moopy. Could I see that list ? 

Mr. Gouipen. You certainly may. 

(A document was handed to Senator Moody.) 

Senator Moopy. Mr. Golden, will you read into the record, if you 
do not mind, the essential nature of those cases, without revealing the 
specific companies? For example, you have two or three there from 
Michigan, companies in Grand Rapids and Port Huron, who made 
low bids. Do you want to just cite in a general way for the record 
the nature of those cases ¢ 

Mr. Gotpen. Well, on the first procurement, for example, we had 
low bidder who was not in a distressed area, whose low bid was, I wil! 
say, approximately $1,100 per unit, and we had a bidder who was in a 
distressed area, in Grand Rapids, Mich., who bid approximately $4 
higher. He was therefore within range but still slightly higher than 
the low bidder not in the distressed area. 

Well, the distressed area bidder was given an opportunity pursuan' 
to the directive of the Office of Defense Mobilization and he did match 
the bid of the low bidder who was not in a distressed area and there 
fore received, or will receive, the award in the approximate amount of 
about $180,000. 

We have a similar picture where the quotation was approximately 
in excess of $1,000 per unit. There again we had a bidder in the Port 
Huron, Mich., area who was $32—approximately $32 higher than the 
non-distressed-area bidder and in that case again he was offered thie 
opportunity to match the bid of the low bidder and the indication 
that he has matched and that he will receive the award. In both cas 
it so happens that both of those companies in Michigan are small busi- 
ness concerns. 

Senator Moopy. Good. 

Mr. Gonpen. In that case, your small-business policy did not clas): 
with your distressed area policy. Some day it will 

We have about six cases to illustrate that particular problem a: 
as long as the range of bids remains in that fashion so that we know 
the distressed area bidder is not sitting back and bidding high an 
waiting to take the gravy if he happens to be awarded, we feel we 
might ‘be able to work this out profitably to alleviate unemployment. 
However, we are running into a few cases where the distressed area 
bidder is bidding awfully high, taking the chance that he will still be 
low and recognizing that if he is not, he will be given the opportunity 
to match a much lower bid in an area that is not distressed. That is «1 
area that I think requires study and it may be that it needs some 
correction. 
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Senator Moopy. You mean correction along the lines of the match- 
ing bid ¢ 

Mr. Gotpen. Yes. I think under the present directive, of course, 
we would have to allow a fellow who bid $20,000 on an item to match 
a bid of a fellow who bid $5,000. 

That may sound like an extreme case but we already have one or two 
cases where the bids are almost 100 percent higher in the distressed 

rea than in the nondistressed area, and we suddenly find that the 
distressed area man when he is offered an opportunity, he steps down 
and matches the bid because, obviously, (1) he does not know what he 
is doing, or (2) he knows what he is doing, that is deliberately bidding 
high to start with. 

Senator Moopy. Well, is that necessarily true? I mean, I know that 
that inference can be made but, in the first place, it could be that that 
businessman may be in a higher wage area, an area where the costs 
are higher. 

Mr. Gotpen. Well, I do not think we will ever find, though that 
condition you describe exists, that it will account for bids that are some 
) to 100 percent higher in terms of the original bid. 

Senator Moopy. On the other hand, might it not be possible that the 
person based his bid on high costs and then in these distressed areas, 
he makes a bid adlowing for a very reasonable profit and then he may 
find himself in the situation where he has the alternative of either 
closing his plant down and letting his organization deteriorate, or 
taking contracts below cost, in which case he might come a way down 
on his bid and say, “I will take no profit on it, but I will keep my plant 
operating and I will keep my people working and I will have my 
ganization together, so that when I come back into business I will 
not have lost my men.” 

I think it is possible, although I am not refuting the general theory 

f your statement. 

Mr. Hine. Senator, I think that in the analysis of the submitted 
proposal we can come fairly close to estimating whether it is a face- 

mis bid, if you want to call it that, or not—but what we can do about 
t, I do not know. 

Senator Moopy. May I see that list again ? 

(Whereupon, a document was handed Senator Moody. ) 

Senator Moopy. Now, I notice here one company in Wisconsin that 
ost two pieces of business to defense-area bidders. 

[ notice also that this company that lost the business was a large 

isiness and the companies that obtained the contract are small 

siness. 

Mr. Go.pen. We are having—I do not know whether you want this 

the record— 

Senator Moopy. Off the record. 

(Discussion off the record.) 

Senator Moopy. On the record. Mr. Hine, we have gone a little 

iys off from your line, but I have found this digression very 
interesting. 

Mr. Hine. It was an interesting diversion. 

Now, I want to get back for a moment to this chart, we have not got 
to this point, yet. 

The grievances or disagreements that cannot be reconciled between 

e buyer and the small-business specialist are settled by the procure- 
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ment committee which is on the director’s staff and has the fina 
decision. They can overrule the buyer and they can overrule the smal] 
business specialist. I believe we have had only three cases referred t: 
the procurement committee and in all three of those cases the pro 
curement committee has decided in favor of the small-business 
specialist. 

Senator Moopy. You must have pretty good advocates for smal! 
business in there somewhere. 

Mr. Hine. Yes, sir. That stresses the point, I think, about the coop 
eration we are receiving from the buyer and others. 

Senator Moony. You are verifying there what was said this morn 
ing. Of course, in the Air Force, a smaller percentage of contracts 
goes to small business, and of course anyone who thought about 
even very briefly will realize that in a contract for a jet plane, a smal 
plant could not handle that, but your statement does indicate that 
there is no less interest in small business there. 

Mr. Hine. Yes, sir. And, Senator, the buyer can get no action 0) 
a purchase like this without the coordination of the small-busines- 
specialist, and the procurement committee in all of our major cor 
tracts will return the files of the buyer if they do not have the smal! 
business office clearance on them. That is our final check point. 

So, we know definitely and positively that the smaél business actio: 
must be there before the contract is released. 

Senator Moopy. Very good. By the way, do you suppose you could 
get a facsimile of that chart for our report 4 

Mr. Hine. Yes, sir. We will photostat all of them for the record, 
sir. 

Senator Moopy. Very good. 

Mr. Hine. This is the operation pacemaker chart, which we mer 
tioned briefly this morning, and it has to do with the amount smal 
business is getting out of small business potential. 

(Charts follows on p. 305.) 

Mr. Hiner. One of the previous charts showed the small business 
potential. Ithink you saw that. 

Senator Moopy. Yes, I did. 

Mr. Hine. This refers only to procurement by Air Matériel Con 
mand, 

or the first quarter, small business actually got 47 percent, and ow 
total has jumped to where it is now 63 percent. You can see tly 
fluctuations there, up and down | indicating] between the potenti 
and what small business actually got of that potential. 

Senator Moopy. Yes. 

Mr. Hine. This case back here [indicating a given month] wa- 
due to our procurement at that time being more largely airplan 
engines, and so forth, where up here and here and even here [indicat 
ing| other types of procurements were involved. 

For the first 9 months of fiscal year 1952, small business actually 
received an average of 63 percent of the small business potential. 

Senator Moopy. And perhaps the most significant part of the chart 
is the fact that this increase from 47 percent in the first quarter to 7” 
percent in March is shown there, and while the average is 63 percen! 
still that 63 percent was pulled down by the 47 percent in the first 
quarter. . 
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Mr. Hine. That is right. Here [indicating chart] is tl 
potential in dollars—$217,504,000. The actual awards to small bus 
ness were $138,000,000 out of that $217,404,000. 

Now, the point here is that our contract files are documented wit 
the reasons justifying the award of this 37 percent of small busine 
potential to large business. When it went to big business it ha 
to be justified. 

Now, there is the breakdown [indicating on chart] showing a co! 
solidation of the individu: il written justific ations, based on each cor 
tract showing why 37 percent of small business potential was awarded 
to large business. 

Six percent of the awards that went to large business were due t: 
the fact that small business did not bid. 

Senator Moopy. You mean 6 percent of the awards went to larg 
business or 6 percent of the total, which adds to 37 percent? 

Mr. Hine. Six percent of the 37 percent small business potentia 
went to large business. 

Senator Moopy. So that the number of awards which could have 
gone to small business totaling 37 percent, of this you could not giv: 
6 percent of that 37 percent because there were no bids? 

Mr. Hine. That is right. 

Senator Moopy. And I see another 2 percent where they are not 
qualified technically, so you could not very well let them to them. 
there. 

Mr. Hine. Yes. Now, this figure of 8 percent, where the smal! 
business prices were out of line, you see that? I think that is very 
significant. It shows definitely that price is not the largest facto 
that keeps small business out of the picture. They are definitely con 
peting successfully with large business. 

Senator Moopy. In other words, then, they do not meet the pric 
within a reasonable range—I mean, you do not give it to small bus 
ness, you are not just favoring small business to the extent of its co: 
ing the Government any more money, is that your point? 

Mr. Hine. Well, we do not do that, and we cannot do that. W: 
cannot apply price differential to small business as such. We a1 
not authorized. 

But this [pointing to 8-percent figures] indicates to me “ee th 
price differential, as a subsidy, if you want to call it that, ot 
necessary to small business. Small business is taking care of its If 
very well, I think that is proven right there [indic ating}. 

Senator Moopy. And it 1s proven by the fact that there is such 
small percentage of small business that is out of line on prices. 
that what you mean? 

Mr. Hine. That is right. In other words, it is only 8 percent th 
they did not get because of their prices being out of line. 

Senator Moopy. Now, in every case has the small business that ha 
been given the contract been competitive with the other, the b 
business ? 

Mr. Hine. Oh, yes; otherwise they would not have gotten it. 
has been on an absolutely competitive basis, sir. 

Senator Moopy. So in 92 percent of them you have given the awari(s 
to small business on a competitive basis or else even where they di 





SMALL BUSINESS AND MILITARY PROCUREMENT 307 


not get it, they could have gotten it as far as price was concerned, if 
that were the only factor 4 

Mr. Hine. I see your point. You mean that in 92 percent of the 
procurements suitable for small business, their prices were competi- 
tive, that is, there was no special favor or special consideration shown 
to small business. 

Senator Moovy. Perhaps that is not quite right, either, because I 
notice 6 percent where they did not bid—perhaps they were not com- 
petitive there. 

Mr. Hine. No; it would not be 92 percent. 

Senator Moony. Eighty-six percent. 

Mr. Hine. This is the total: 37 percent [indicating on chart |— 
percent of the material that small busmess did not get, and the rea- 
sons therefor are here on the chart, showing the relation percentage- 
wise to the total. 

Senator Moony. I think for the sake of the record we had better 
read it down, read down the line, the captions that make up that 37 
percent, so that anybody who consulted the record would be able to 
tell that in one place rather than scattered through our conversation. 

Mr. Hine. Yes,sir. Therefore, of the 37 percent of the procurement 
suitable for small business that did not go to small business, the reasons 
therefor are broken down percentagewise as follows: 2 percent for 
miscellaneous reasons; 2 percent not qualified technically; 6 percent 
no bids received from small business; 6 percent involves qualified 
products, and no samples from the small concerns were qualified; 
13 percent were small concerns unable to meet delivery schedule; 
and 8 percent were cases of small concerns whose prices were out of 
line. 

Senator Moopy. Now, in that 6 percent where it involved qualified 
products and where the small business was qualified, and they did 
not get them, was that because the bids were on a brand-name-or-equal 
basis, that is where a particular brand was selected as the specification ? 

Mr. Hine. No, sir; I do not think that—well, we have a list, as you 
know, that is added to and deleted from, from time to time, of quali- 
tied products established by engineering standards, and it is required 
that anybody who desires to negotiate or bid on a procurement for 
qualified products, has to make the item and send it to the laboratory 
for approval before he can be eligible to participate in the procurement. 

Senator Moopy Well, now, of course you know that in some pro- 
curement the bids are asked on a certain-brand-or-equal basis, and we 
had testimony here the other day from a couple of small-business men 
who protested very vigorously the procedure of saying that it has 
to be the Smith-Jones-Brown radio or whatever it might be or equal, 
cause that meant that that specification would have to be exactly 
the same as the Smith-Jones-Brown Co. It is much more difficult, 
of course, for a firm to step in and make it according to those spec I- 
ications. 

I am just wondering whether on this point that was the reason for 
rejection of small business in some cases. 

Mr. Hine. Well, we are concerned about that “or equal” problem, 
too. I think Mr. Golden can tell you something about that. 

Senator Moony. I would like to ask Mr. Golden whether you are 
going to change that system so as to name not one product. 


1 
1 
} 
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Mr. Gotpen. We had an extensive hearing last week, when you h 
to leave to go to that other committee, and we covered that subje 

Senator Moopy. Yes: as a matter of fact, that is where I went t! 
morning. 

Mr. Goupen. Could I address myself to that one, first, because | 
thought there might be some confusion on that qualified product 
matter ? 

Senator Moopy. Yes. Incidentally, I was here and I heard most 


t.if vou remember. 
| 


Mr. Goupen. Yes. Now, on that qualified rroducts business, t] 
isa very peculiar kind of animal. It is not camaiinead a compan) 
being qualified to do a job in the sense that you are thinking of, whi 


you say “or equal.” 

I mean, there are certain types of procurement where we have to |} 
sure for various reasons that the item is going to do the job. 

For example, we find in the field of rust solvents, where you 1 
them when you try to clean jet engines or cylinders or even airframe 
there we cannot rely on anybody coming in and just giving us a ri 
solvent which vou might brush over the plane and within a week a 
of the rivets are disintegrated. 

In that type of procurement—and it arose in the early days of 
Air Force, they called it the “tried and true” test or the “life test.” 
They tried an item and tested it. Sometimes, Senator, these tests 
take months, and sometimes longer than that. 

So that. therefore, for certain items in certain categories, items that 
involve, (1) safety, and, (2) where items are requested and time does 
not permit testing by samples or otherwise, we have set up a certaii 
list of items. When an item is on that list, the industry is invited to 
come in and let us test their rust solvent, for example, or their para 
chute. 

Senator Moopy. Did you say parachute ¢ 

Mr. Goupen. Yes. 

Senator Moopy. So that if you jump out of an airplane you will | 
sure it will open / 

Mr. Goupen. That is 08 Ob iously, we want to know that it 
open. Particularly in the case of a safety item, we have to know t! 

t k. So. when iat ded ide to set up an item like that, that 
a qualified products list, we invite industry to come in 
1 


Vo! 
ucts so that we can test them in advance. 

. we put something out for purchase, these e 

panies « ‘list are circularized, and we know that their produ 

will work. Now, th: sa limited field. We do not exclude anv: 

from the julia ify ne STS. Anyone Cally come in and offer prod 

ror testing. 

Senator Moony. Well, Tam interested in this parachute operat 
Do vou actually have that fellow jump? | Laughter. | 

Mr. Gorprn. Well, ] wuess the er ojneers have wavs of testing thei 

Senator Moony, Yes, and also they have that assionment—— 

Mr. Gorpen. Well, obviously, every time you take up a new mod 
of an airplane, for instance, you have to—well, there are very f 
people interested in that line of business. | Laughter. | 

Senator Moopy. I suppose there is some way of ascertaining whethe! 
that parachute will open or not without actually having someon 


jump. 
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Mr. GZOLDEN. Well, we Can test those. We can drop them with re 

ote control releases on guide lines. We can test the various 

tors to see What happens. 

Mr. Nooxr. I beheve you discussed, Mr. Golden, th 

brand name “or equal.” I think the record 

Mr. GOLDEN. Yes, sir. 

Mr. Noonr. Would you like to proceed with yo 
Hine? | 
Mr. Hine. Well, I just want to point out the re 

emaker in the first 9 months of fiscal vear 1952 

| bus ness concerns met all the qualifications, wid ! 
ness concerns for 63 percent of the dollars involved: they 

el on & percent of the dollars involved: they failed to meet the 

lifications, other than price, on 29 percent. 

| think that the committee will be interested also in the progress 

it has been made in securing new sources. That does not show 
the chart. 

But, in the first 8 months of fiscal year 1952 a total of 4.810 contracts 
ere placed by the Procurement Division, Air Matériel Command, 
ncluding those amounting to less than $10,000, 2.371 of these contracts 
were placed with small-business concerns, 392 of which had not pre- 
viously received prime contracts, that IS, had not received any kind ot 
prime contracts from the Air Force. 
~ New small-business concerns therefore received 8 percent of the total 
ontracts placed, and 12 pereent of the contracts awarded to small 


usiness concerns. 


In the same period of the 1,005 contracts placed with the small 


iIsmmess concerns In operation pacemaker, 194 or 19 percent went t 
‘Aw sources, 

Now. there has been a oreat deal of discussion on tie point as to 
hether small busines fares best under negotiated procurement or 

ler advertised procurement, Well, here is a byproduc t, if that is 

» correct term to use, of our operation pacemaker, so that we are 

able to bring to the committee the pertinent and factual data 
vhich shows the true situation insofar as Air Force procurement is 
neerned. 

I would like very much for the Senator to see this chart, but in con 
nection with the previous remarks, which I made about negotiated 
nd advertised procurement, I think I stated that it was easier for 
the buyer to resort to advertising and I think that is definitely true. 
Negotiation is not more costly to the Government except in that it 
L\ take a little more work on the part of the buver to negotiate 
than to bid. 

Insofar as the results. in regard to greater cost to the Government, 
I do not believe it results in greater cost to the Government. 

Now I would like with your permission to offer for the record repro- 
luctions of the chart on operation pacemaker, 

Mr. Noone. We will certainly accept it. 

(Chart follows:) 
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OPERATION PACEMAKER 
UNITED STATES AIR FORCE-——-SMALL-BUSINESS PROGRAM 


Results of screening and foliow-up by small-business specialists at Headquar- 

Air Matériel Command, of all purchase requests initiated after July 1, 1954, 
nd handled by Procurement Division, Air Matériel Command, other than clas- 
tied purchase requests, and other than those under $10,000 in estimated dollar 


ilue. 


Montt ly 1 rage 
prior to M ur 
1952 


sts analyzed 
not suitable for procure 
small-business con- 


suitable for procure- 


ill-business cor 


ise requests on which action has 
completed 
racts awarded 
varded to small-business concerns 
cent of contracts awarded small- 
Dhusiness concerns 
reent of dollars awarded small- 
t isiness concerns 


Awarded to large-business concerns 


monthlv repor 


ymmmand. Prepared by ce of Small isiness, Head 


tification of awards in the small-business potential, July 1, 1951, through 
Var. 31, 1952 


tal awards made 


with small-business concerns. 
with other than small-business concerns bec 
Il « oncerns bidding were unable to meet delivery schedul 
! concerns’ prices out of line 
| concerns failed to submit bids 
ll concerns failed to qualify their mo 
lucts 
oncerns’ bidding were not qualified tech1 
»ncerns’ bidding did not have necessary facilities 
cerns’ bids not according to specificat 


ost prohibitive 
cost prohibitive 


Mr. Hine. In connection with this chart, it tells the story of pro- 
irement of items within the production capabilities of small-busi- 
ness concerns. Any other data having to do with procurement of 
1 quite beyond the capabilities of small business are irrelevant, 
as has been the case heretofore, only serve to completely confuse 
issue. 

If small business cannot participate, then it makes no difference 
whether such procurement is advertised or negotiated. 

The results shown on the chart are—this [indicating] is the dol- 
mor: and this chart, as you probably know, reads this way [indi- 
1a | 

-* 


i 
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Now, for the first 9 months of fiscal year 1952 we advertised 
percent of all suitable procurement and negotiated 88 percent. 

Of the advertised procurement, small business got 61 percent, a 
of the manennes procurement, small business got 64 percent. 

Now, to get back to the point we discussed previously in regard 1 
sources. To eee lish this amount of advertised procurement, w; 
contacted 30,603 sources to get 2.668 bids, and there was an avera; 


of 9S con tacts re sulting & from those bids. 
*T think that indicates a pretty wide coverage 

enator Moopy. Very definitely. 

Mr. Hine. Now. under negotiation, we contacted 26,813 soure 
and we received 2.930 proposals resulting in 1,202 awards, an avet 


of 28 contracts on each procure ment. 

That I think indicates clearly the extent to which we are cove! 
the field on our procurement, whether advertised or negotiated. 

I do not see how anybody can say that advertising is better fo. 
small business or large business or—— 

Senator Moopy. In other words, they are very much in line. 

Mr. sue All that advertising can possibly do, we think, is t 
expose a greater number of people to procurement, but in the awards 
fewer are in on consideration because it goes only to the lowest re 
sponsible bidder. 

Senator Moopy. I would like to have that for the record. 

Mr. Hine. You will have photostats of this chart for the record 
of course. 

Mr. Weppevy. Could I just make a short statement? 

Senator Moony. Yes. 

Mr. Weppeii. I would like to make this one comment, Senator, « 
this. 

Not only does small ee participate in a greater degree 
negotiated procurements, but they participate on a much larger vol 
ume of business. and if the figures were reversed, I think it wo 
be sad. 

Senator Moony. I think so—you made your point very well. 

Mr. Hine. Now, those are the actual facts as the result of 01 
sé reening operations, 

Senator Moopy. You make your case very well. 

Mr. Hine. Thank you, sir. This concludes that. part of the pre: 
tation having to do with placing prime contracts with small busine: 

Senator Moopy. Well, now, Iam very interested in the subcontra 
ing field. 

Mr. Hine. I know that. and we can go into that, Senator, right 1 

Senator Moopy. IT wish you would do that. It is getting late. 

Mr. Hine. <All right, sir. 

As to that 90.7 percent of the Air Force dollars which necessat 
must be turned over to our large prime contractors, or suppliers, 
necessarily hold the P rime contr: actor re eanen for the satisf: tors 
performance of the item th if he produe es for IS, { and this at once 
poses certain restrictions on the requirements ge fe we can possi! 
exact as to the manner in which the prime contractor meets his ob 
gation to us, or as to the sources which he elects to use. 

In the contract signed by an Air Force prime contractor, it states 
that the contractor agrees to accomplish the maximum amount of 
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subcontracting to small-business concerns that the contracter finds 

to be consistent with the efficient performance of his contract. 
Further, at the time the contract is placed, the prime contractor is 

required to state the amount of subcontracting which he intends to 


piace. 
~ On the 28th of August 1951, the Air Matériel Command by letter 
oO all prime contractors required them to keep such records as would 
clearly indicate the number of employees of the concerns with which 
they place subcontracts, 

With your permission | would like to have placed in the record, 

copy of that letter. 

Senator Moopy. We will receive it 

The letter refe! red to is as follows os 


HEADQUARTERS AIR MATERIEL COMMAND 
WriGHt-PATTERSON AIR Force Bast 
Danton QD} 0, Varch ¢ 195 


Subject: Subcontracting to*small business 
All Air Force prime contractors 
|. In a memorandum from the Assistant Secretary of 
ef of Staff, Materiel, Hg. USAF, dated June 
tact all prime contractors to reapprise them 
ISLHESS 
» This headquarters is implementing a 
cement of prime contracts with su 
In the realization that small concer 
i greater extent in the subcontracting tie 
to emphasize the impoertance PE utilization 
to the maximum amount possible 
ro that end it is requested that 
small-business liaison officer 
nent Office and this headquartet 
l so appointed 
also invited to A 
the A lon 
of smatll-! 
of a meerned 
shed 1h partmel 
ae ae 


‘ rhe entest tent POSS] 


prime ora ) tire tors, for the put 


d of mainta 1 7 oul Nition-wide ec 
ew of the fact that a very high percenta 
nn be suitably pro lneed onl | 
percentage, in dollar \ 
artment of the Air I 
acts as pe ssible in this itt 
the placement and administration of 
erns which, in the opinion of the Air Force 
contracting officer and the appropriate administ: 
vy to the attention of the prime contractor, an 
the maximum practicable amount of subcontra 
ill plants to the extent consistent with the cont 
performance 
f the See retary of the 
Hoy 


y 


Sf 


The following contract clauses have been approved 


ind made mandatory for use it | cost-type al 


fixe 
on contracts in amounts ex g $5,000 
clared by Cor 


rns which is 
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“The contractor agrees to accomplish the maximum amount of subcontrac( 
to small-business concerns that the contractor finds to be consistent with | 
efficient performance of this contract.” 

7. In view of the second paragraph of the above contract clause, it is a b; 
requisite that you know which of the concerns with whom you place purch 
orders or subcontracts are in the category of small business. Small busines 
currently defined as any concern, which, including its affiliates, employs in | 
aggregate fewer than 500 persons. This definition quite possibly will be chans: 
by congressional mandate in the very near future, and in some industry cla 
fications, the number of employees may go as high as 2,500 persons and the , 
cern still be considered small. Since it is not known at this time what the ey 
definition may be, you are requested to make a notation on your records show 
as to each source with whom you place or have placed purchase orders or sub: 
tracts in connection with a Government contract, the approximate number 
employees including affiliates at the time the most recent order was placed «1 
placed. For those sources having, inc luding affiliates, more than 2,500 employ 
it will only be necessary to note “over 2,500.’ 

8. Your wholehearted and sincere coope ration on the subject matter of 
letter is earnestly requested. 

For the Commanding General: 

DENIS MULLIGAN, 
Colonel, USA! 
MarkK E. BRADLEY, Jr., 
Major General, USAF, Director, Procurement and Product 

Mr. Hine. The keeping of these records serves two purposes. Ii 
shows how well he performed under the subcontract clause of t! 
contract which I quoted, and it also serves to keep constantly befo: 
the purchasing agent of the prime contractor the fact that smal 
business concerns must be given the consideration due them. 

The subcontracting program requires teamwork between the prime 
contractors, the District Offices of the Air Matériel Command and thy 
Small-Business Specialist in the Air Matériel Command. 

This same letter to the prime contractors of August 28, 1951 
quested them to appoint at staff level an officer of the compan) 
small-business liaison with the Air Matériel Command, and to not 
the appropriate Air Force field office of the name of the office: 
appointed. 

Senator Moopy. So you extend your small-business program wid 
into the major contractors themselves ? 

Mr. Hine. Yes, sir, we are making them cognizant of their s1 
contracting obligations, if you want to call them that, and having tl 
name an official of their company who will be their contact with 
on that point 

Senator Moony. Of course, as you know, it is both to your inter 
and to the interest of our committee to try to sustain the normal 1™ 
tionship between large and small business in the country so that | 
mobilization effort will not result in the over-centralization of indus 
try and the driving out of small business. 

Of course, in normal times big business does a great deal of + 
contracting; for example, in the automobile industry they have <1) 
pliers available all of the time, and that is the natural way of do 
business; and’ I think that your job is to see to it, since you have 
place such a large percentage of your contracts with big busin 
that the y do continue the:r normal operation in that regard. Is! 
not true ¢ 

Mr. Hine. That is right, sir. 

Now, over 1,000 such officials have been appointed, and each is 
small-business liaison official, the representative of the company, t' 








SMALL BUSINESS AND MILITARY PROCUREMENT 315 
whom the Air Force looks for the proper carrying out of Air Force 
small-business policies throughout the contractor’s organization. 

The second member of the team in this subcontracting field is the 
district small-business representative, representing the commanding 
oflicer of the district, and the chief function he has with the prime 
contractors within his district is to get them to make full use of small- 
business concerns in production. 

No supply subcontracts over $25,000 or in excess of 10 percent of 
the contract amount may be placed by a prime contractor without the 
approval of the Air regional representative. 

(nother member of the team is the small-business specialist of the 
regional office. This man interviews the small-business concerns that 
call. 

We have Mr. Cole here today, who is the small-business specialist in 
our Dayton Air Regional Procurement Office, who will tell the com- 
mittee just what the functions are in carrying out his responsibility. 

Senator Moopy. Go ahead, Mr. Cole. : 

Mr. Corr. Mr. Chairman, I appreciate the opportunity to relate the 
participation of all small-business specialists at the operational level 

the Air Force’s small-business program. With the establishment 
of the team to assist small-business concerns, it became necessary to 
evaluate the requirements of small-business specialists and to establish 
a mission and to accomplish it. 

This mission has two parts. 

The first is the primary function, while the second, equally im 
portant, is that which assists or rather promotes the primary. 

This mission is outlined in a paper that I have, and I now ask per 
mission for its acceptance, so that it may become a part of your record. 

Senator Moopy. So ordered. 

Document referred to follows :) 


DayTon AIR REGIONAL OFFICE, SMALL-BUSINESS BRANCH 


I. MISSION 
Primary 
1) Advise and assist small-business firms to obtain Air Force contracts and 
ntract information at the operational level. 
4) Advise and assist small-business firms to obtain subcontracts and sub 
utracting information at the operational level. 
¢) Resolve problems incident to (a) and (0b), above. 
/) Coordinate requests for expansion of contractors’ facilities, reflecting 
e against availability or facilities within smaller contractors’ plants. 
Secure for the Air Force qualified prime contractors so as to broaden the 
of Air Force procurement. 
f) Secure for Air Force prime contractors qualified subcontractors, so as to 
ire completion of prime contracts as specified. 


Secondary 


1) To display invitations to bid, and requests for proposals, as issued by 
Headquarters, Air Matériel Command, and assist potential contractors in deter- 
ng their ability to perform under a proposed procurement. 
h) Maintain records and files thereon. 
(c) Obtain and display Department of Commerce synopsis of intended pro- 
irements and awards made by the Government purchasing agencies. 
d) Display copies of bids received from Air Force purchasing offices other 
than Headquarters, Air Matériel Command. 
e) To meet with chambers of commerce, boards of trade, manufacturers’ 
ssociations, and other civic organizations interested in securing additional work 
for those concerns they represent; to assist in evaluating the facilities of manu- 
facturing concerns and advise and direct their participation in defense work. 
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(f) To contact prime contractors and coordinate, with their assigned sn 
business liaison official, requirements for subcontracting, and discuss the ay 
ability of subcontracting facilities that could be utilized by that pr 


contractor 
(g) To promote publicity on the Air Force small-business program through 


recognized media of reaching the public. 

Mr. Cote. Small-business concerns who contact the Air regional] 
offices do so for many reasons, but mainly to establish an opportu 
to obtain either prime or subcontract work. 

When these coneerns make their initial contact, each one is asked 
to give a history of its business, including the date of establishment, 
the number of employees and skills represented, the square footag 
of manufacturing area, the types of processes, the presence of ¢ 
neering staff, the amount of working capital, concerns for which it | 
worked as a subcontractor, end items produced, and if it has ev 
worked on a prime contract for any of the Government service 

In addition to that, additional questions are asked : 

First, “What are vou interested in making = the Government 7” 

Secondly, “How do you consider that we can he Ip you! 7” We 
that to get a reaction from the man. In this ae rview you judge | vou 
= proac ‘hes to these men, to their own indiv idualities, by getting t] 
to talk first. You evaluate and then see what direction you can De 
sibly take to give immediate help. 

With the above information, the small-business specialist 
evaluate the contractor’s capability and offer constructive guidance 

This guidance will usually follow one of these patterns. First, \ 
an evaluation indicating qui alifications to become a prime contract: 
the contractor is told immediately to select items for which he « 
termines himself qualified to produce and receive bid opportunit 1es 
rectly from Headquarters, Air Matériel Command. 

Should the contractor accept this offer, he is given a copy of 
commodity listing. and requested to npr a list of his capital CC 
ment and to submit a signed statement of his current ont mMcial 

When t he commodity li sting hs as van comp rleted by t he contra 
and returned to the Air regional office, it is forwarded to I] 
quarters Air Matériel Command, together with a statement*from | 
small business specialist on the contractor's ability to produce 
items —, 


I m: ly say,s ir, that 1s Foes into our mechanized sources list. to w] 
Mr. Hine prev ab referred, and then following that proces 
hame muse up when the items are to be purchased, so that he | 
may receive advance notice and in return receive the bid-set dire 


from Headquarters, Air Matériel Command, 

Senator Moopy. And I suppose, if any of your small-business 
cerns are ina distre ee labor area and they come in and they get | 
cuidance from the Air Force as to what the ‘vy might be able to do. 
submit a bid that is within a reasonable range of the lowest bid, t 
vou would give it an opportunity—would you not—to match th 
bid? And it would seem to me that this procedure, in combinat i: 
vith the other, ought to be a pretty effective way of getting some qu 
action to companies that are in distressed areas who otherwise Wi 
not be able to get the work. 

Mr. Corr. Well, sir, I would like to add that in our office set-up wi 


have up in our production section a resources section, and withi 
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that isa man who is assigned to manpower and I am working constantly 
with him. 

Senator Moopy. In surplus areas, too—surplus labor areas? 

Mr. Core. Right, but when they go from two to three then the 
indication is that there isa possibility ‘the *y will go to four. 

Senator Moopy. Yes. 

Mr. Coir. And at that three level we are going in there and making 
contacts and on-the-spot surveys of those businesses, so that, when they 
do go into that No. 4, we are in possession of information that will 
allow certain reports to be made directly to Headquarters Air Matériel 
Command and on up. 

Senator Moopy. Has your office been in touch with the Greenville 
area in Michigan? 

Mr. Cone. Well, sir, the territory covered by the Dayton regional 
oftice—while we are under the central district which is located in 
Detroit, there is a Detroit regional oflice which covers the Lower Penin- 
sula of Michigan. They are at the district level and we are in the 
echelon below. 

Senator Moopy. That is the district level. 

Mr. Coxe. Yes, sir. Now, during this period of inquiries, the con- 
tractor may avail himself of the “‘mnaterial displayed in the small- 
business specialist’s office in order to more thoroughly have explained 
how it is possible for the contractor to utilize this important service. 
Here is a picture of the bid board in the Dayton Air Regional Office 
that has been taken and [ ask your permission to present this picture 
and may it become a part of the record—and, sir, I would like for you 
to see this. 

Senator Moopy. And I would like to see it. [A photograph was 
handed Senator Moody. | 

Mr. Weppe.y. Those are all current procurements, Senator. 

Senator Moopy. And each of these boards represents a separate com- 
pany or a separate contract let 

Mr. Corr. Sir, may I explain? We in our Air Force method 
buying have what are known as classes. 

In other words, material that is similar and related, such as electronic 
items, are in a particular class, designated by number. That is in 
order to make things easier for these contractors so that, when they 

come in, the number that you see on the board is for a particular class 
and then all bids pertaining to that particular class are so located 
together. You see, most of these contractors will invariably operate 
within three or four classes at the most, because each class usually 
requires a certain amount of technical know-how. 

Senator Moopy. So, each one is not a separate « — wy. 

Mr. Corr. Those are not companies. Those are bid-se ts from Head- 
quarters Air Matériel Command for particular items that the Govern- 
ment desires. They are bid-sets. 

Senator Moopy. I see, and the company, if it were proficient in, say 
class 10, 17, and 23, it would go and look at those bid-sets. 

Mr. Corr. Right. 

Senator Moopy. And find out what is available and then make the 
bids. 

Mr. Corr. Right. 

Senator Moony. Is that right ? 


Mr. Cote. Right. 
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Senator Moony. I would like to say here that I feel that if some of 
these people who have been criticizing the way the Government o) 
erates, criticizing the Government officials and ‘c alling them monsters 
or bureaucrats, could be here to listen to you gentlemen outline what ut 
you have said this morning, I think that they might have a differen 
conception of the way the Government operates. 

Mr. Weppe.t. Sir, I would second that 100 percent. I think we 
are not getting credit for what we are doing. The country does not 
really know what we are doing. Of course, as you know, this does 
not have any particular news value, stuff like this. 

Senator Moopy. Yes; I think I know what you mean. I am a fo: 
mer newspaper man [laughter]. While I certainly would not beg 
to defend all the procedures of the Government, I do think you hav 
done a wonderful job. I want that inthe record. I interrupted you t 
say that. 

Mr. Core. Well, there is just a little more detail on the particular 
picture that I would like to give. 

Senator Moopy. I am very glad, I might add, to see a distinguished 
correspondent of a Dayton newspaper here. 

Mr. Gotpen. We are, too. He is a very honest newspaperman. 

Mr. Coxe. First, on receipt of these bid sets from headquarters AM( 
they are logged in an incoming control book, allowing instant chec! 
on any telephone inquires that we receive in regard to them. 

Second, the nomenclature book—that is the book you notice on tli 
table—lists the classes, RFP and IFP and gives the opening date a 
the quantity to be purchased and—— 

Senator Moopy. May I ask you, is this a room where people lookin; 
for business can go and find out immediately what was needed in the 
area ¢ 

Mr. Cote. That is right. Access to our office is very easy. Ju 
general identification is required. 

Senator Moopy. I am going to suggest that if possible—Mr. Noone 
is not quite sure whether we can reproduce a photograph in t! 
report, but we are going to endeavor to do that in this case becaus 
I think it is pretty graphic—you, Mr. Hine, or Mr. Cole, could _ 
a description of this picture to go with it, what the newspaper bus 
ness would call a cut line, to go with this thing. 

It could simply say that when a businessman is looking for a coi 
tract with the Air Force he can go into this room, and then descril 
how quickly he can find out what may be available in his field. 

Mr. Core. I have that right here. 

Senator Moopy. You do have it. Will you make it available | 
Mr. Noone? 

Mr. Core. Yes. 

Senator Moopy. And it will have to be very brief. 

Mr. Coir. It will have to be briefed. 

Senator Moopy. That is what I mean. 

Mr. Corr. I might add, too, sir, the two tables that you see are fo. 
the convenience of the contractor so he may have facilities there 
look over these bids and review the specifications and blue prints. 

Briefing this down a little bit, sir—— 

Senator Moopy. How long has this been in effect? 

Mr. Core. That particular room has been in operation since w: 
started, during the month of July 1951, I believe, and it has been 
effect since that date. 
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Mr. Hrne. It is typical, sir, of all our regional offices throughout 
the country. They all have that same information. 

Senator Moopy. I think that would be a good thing to have in the 
record because a good many people will read the record—a good many 
more people than we suspect will read the record. 

Mr. Hine. Well, we hope so. 
(Photograph referred to follows:) 





Corner of typical Small Business Office of the twenty-eighth Air Force Regional Offices 

the United States, established to inform small business concerns of the prime contract 

d subcontract opportunities open to them. The bid board displays current invitations 

bid and requests for proposals issued at headquarters, Air Matériel Command, as weil 

those from local Air Force base and depots in the vicinity. Here a prospective con- 
tor who has not received a bid-set direct from the Air Force Purchasing Office, may 
ect the blueprints and specifications and submit his bid or proposal and it will receive 
same consideration as any other. The tables shown are for the use of the contractor 
preparing his bid. 

Mr. Corr. These bids are received, as I say, from headquarters 
AMC, and that includes copies of Form 30 which is the formal bid 
set, the ee and specifications. 

hese we keep in the file so that the contractors may view them and 
{they are interested to the extent of bidding we allow them to dupli- 

te. we give them duplicating privileges. 
We may only have one set of the prints and specifications but we 
ire very generous in all instances and we ask them to have it back 
in the office by a certain time in case other contractors desire the same 
opportunity, and there is time available. 

We are working on a limited time because of the time of the bid 
opening, as you understand. 

Second, if the evaluation shows a company as not being able to 
produce matériel for the Air Force, but with current facilities to pro- 
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duce as a qualified contractor for another governmental agency, 

is explained to the contractor and if he desires the names and Silicon 3 
of the agencies that purchase that type of equipment, we provide th 
for him. 

We feel that our job primarily is to broaden the base of Air Force 
procurement and yet at the same time, in the interest of small busi 
ness, we try to direct him where his potentials can be best used. 

I would like to point out again that we are continually evaluating 
a contractor's facilities on the basis of the present equipment that he 
has, trying to prevent any unnecessary conversion, trying to prevent 
the necessity of obtaining additional equipment. 

We feel that small concerns particularly are small because they do 
not have the money and they are limited in some instances in their 
engineering know-how and for that reason we must keep them in a 
particular channel and we try not to have them get beyond that if 
possible. 

Senator Moovy. Well, a lot of small concerns have grown into big 
concerns during the mobilization period. You do not mean that you 
are trying to stop them from expanding, do you, in their field 
operations ¢ . 

Mr. Core. I think what you may be talking about is probably a firm 
employing from 100 or 125 employees. 

Senator Moopy. Have you ever been around General Motors and 
Ford? |Laughter. | 

Mr. Corr. I am basing my remarks on the individual man that 
comes into my office, the one that has a little plant in the garage or the 
man that comes into my office who, when he leaves his factory, hi 
supervision has left with him because he is the entire supervisor, the 
owner, the president and everything combined. 

Senator Moopy. And the vice president, secretary, and treasurer. 

Mr. Corxz. He is the whole works. But where we see qualificatio: 
that can be utilized, we do not hesitate to enroll that contractor on o1 
source list and when the facilities capability team goes out, they look 
for this know-how to a greater degree than I do at the time of init 
interview. Where we can utilize a capacity and expand it to the best 
interests of the Government, we are doing just that; but basicall 
speaking, we try to prevent over-expansion if we can. We talk to t! 
man and try to reason with him. 

Senator Moopy. That is very interesting. Now, it is getting clos 
to 12: 30—how much longer do you think you will t ake! 

Mr. Cove. Well, I think, sir, another 5 minutes will clean it up. 
Mr. Weppeiy. Well, Senator, if I may suggest in addition to the 
minutes that Mr. Cole will take, we have a chart, a subcontract chart 
showing what our prime contractors have done in splitting the work 

We would like to have you see that before you adjourn. 

Senator Moopy. I would cert uinly like to see it, too. 

(Chart follows :) 

Mr. Core. I think I can cut my talk down to 2 or 3 minutes. 

Senator Moopy. If you have a prepared statement, Mr. Cole, let 
put it in the record. If you want the whole thing in the record, pu 
in the record. 

Mr. Corr. I will be glad to read my statement and answer a! 


:  ) 
questions. 
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Mr. Coxe. In the field of subcontracting, when we reach a point 
where we evaluate what the contractor has told us and we can see that 
he can work only as a subcontractor, we take this position: 

We do not tell him that he should be a subcontractor. We present to 
him the different phases of prime contracting and allow him to make 
his own decision that he should be a subcontractor. 

I mean, we have felt that in too many instances the American bus 
nessman is told too much what to do. For a psychological effect 
and, of course, at the same time trying to broaden our base of procur: 
ment and ane a happy contractor—we place him in a positior 
where he says, “I will be a subcontractor.’ 

When that con of course, we want a listing of his facilities 
anyhow so we can make it a part of our file so when we contact tl 
liaison man in the prime contractor’s plants we can give him that 
information as to a potential subcontractor. 

We also have a mailing list set up so that we can contact these sub 
contractors. 

One of the things we have provided for them is a listing of approx 
mately 600 prime contractors, the names and addresses of various 
companies, the end items that they are working on. 

Now, while that is current to some extent, also it dates back to prob- 
ably some contracts that they have completed, but we have every reaso: 
to believe that once the contractor gets his prime contract he has 
learned a lot about producing for the Air Force while performing that 
contract, and it is more reasonable to think that he might get a second 
contract. We advised even to the extent of showing the subcontractor 
how to write his brochure, the points that he should include in it for 
his mailing to the purchasing agent of a particular company which is 
an Air Force prime contractor, such as his list of facilities, ete., so 
that he may be properly enrolled in the prime contractor’s source list 

I am very happy to say that this has developed some nice work 
the subcontracting field. 

I think, sir, that that just about covers mainly the points concerning 
the operation of an air regional office. 

Senator Moopy. Thank. you very much. 

Mr. Weppetw. I would like to say before you adjourn that in Jul) 
1951 the Under Secretary appointed a committee of four businessn 
having no direct connection with the Air Force, and we asked them to 
go any place they wanted in the country and make their own i) 
dividual appraisal of the effectiveness of the Air Force small-business 
program and to report back to him at the end of the year what they 
thought; whether they thought it was good, bad, or indiffere: 
whether they felt it should be tightened up, and also to report after 
discussions with our prime contractors, the largest ones, what pro! 
lems the prime contractors were meeting to carry Air Force smal! 
business policy, and to make specific recommendations as to what the 
Air Force should do or what other Government agencies could do to 
he ‘Ip overcome the proble ms. 

This committee is going to report to you on Thursday, May 8. They 
reported to the U nder Secret: ry on January 30, and something lik 
34 recommendations are in that report. Some of those we have al- 

ready put into effect and all of them we are working on. 

The secretary of that committee is going to appear before your com- 
mittee on Thursday and so I am not going to go into their actions 
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at all. What those men have done has been a great help, I will say 
that, to the Air Force and to our work. 

Senator Moopy. Off the record. 

(Discussion off the record.) 

Mr. Weppett. As a direct result of the trips made by this committee 
about 11 of the prime contractors said they would be very happy 
voluntarily to submit figures, factual data showing how they had spent 
the Air Force dollar. 

We have so far received figures from four prime contractors, and 
it covers the first tier only. 

The data has been consolidated into one chart. 

Senator Moopy. Would you like to give their names ? 

Mr. Weppett. I can; yes, sir. 

Senator Moopy. I think it would be interesting. 

Mr. Weppvety. Well, the one airframe contractor is Boeing; the one 
jet engine contractor is Wright Aeronautical; and the electronics firms 
are Hughes on the west coast and Bendix—that is Bendix Radio near 
Baltimore. 

So, we have west-coast figures here, we have Middle-West figures, 
and we also have east-coast figures. 

We take into consideration the three major items purchased by the 
Air Force, and we cover the country; I mean, geographically. 

Now, it shows that these firms have received 660 prime contracts 
from the Air Force involving a total dollar value of $2,867,000,000. 

The amount that they retained of this nearly $3,000,000,000, that 
they either have retained or expect to retain in their own operations, 
is 39 percent not including what they purchase in the way of materials. 

Senator Moony. I understand. 

Mr. Weppe.ti. That is to take care of payroll, administration, engi- 
neering, and profit and taxes. 

Sixty-one percent they either have placed or intend to place out- 
side. Of that 61 percent they have placed with large concerns in the 
first tier 40 percent of the total dollars that they received; they have 
placed 21 percent in that first tier with small-business concerns. 

The number of sources used altogether in this first tier of subcon- 
tracting was 10,764. Of those small business sources were 8,988 or 
So percent. 

Now, of the dollar amount they have placed outside to date, which 
1S $1,508,256,000, $515,328,000 of that, or 34 percent, went to small 
business ; $993,328,000, or 66 percent, went to large business concerns. 

And, still speaking of the first tier, of the 8.988 small business con- 
cerns, 73 percent of them have 100 employees or less; 18 percent have 
from 101 to 300 employees; and only 9 percent had between 301 and 
500 employees. 

Senator Moopy. That is very interesting. Now, when you refer to 
the first tier, you mean that of this 40 percent of the business placed 
with large business as major subcontractors, they are letting orders 
to small business as subcontractors. 

Mr. Weppet. That is right; it keeps spreading out. 

We are now making a sampling of the second tier and of the third 
tier. 

This [indicating on chart] is across-the-board but we are going to 
sample some of our sub-subs and sub-sub-subs. 
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Senator Moopy. Well now, m: Ly I ask you, Mr. Weddell, concerning 
this chart and this amount of $3 billion whether it would be repre 
sentative—I mean, I am consideri ing the fact that you gentlemen ani 
the committee and also those four companies are actively engaged j 
and interested in this, and they came forward and presented. theit 
case, and that would indicate to me that they are more on the bal! 
than the others, and I am not minimizing this at all, but I am wonder 
ing whether these percentages would hold up with those not so inte: 
ested. 

Mr. Weppett. Senator, that is a misapprehension probably due to 
my fault. 

The members of the Under Secretary’s survey committee have not! 
ing to do with these figures. They have no connection with any of 
these companies. These companies were asked by us to submit this 
information voluntarily. 

Senator Moopy. Who were on that. committee ? 

Mr. Weppveti. The members of this committee to whtth I referred 
were : 

A. D. Plamondon, Jr., chairman of the committee and president 
of the Indiana Steel Products Co.; Glen McDaniel, secretary of the 
committee, Radio-Television Manufacturers Association; Loui: 
Ruthenberg, Servel, Inc.; and Howard D. Williams, Washington Mills 
Abrasive Co. They were the four members of the survey committee 

The reports from the four of our major prime contractors, whic! 
I have been discussing, have no connection with the survey committee. 

Senator Moopy. I see, and these were selected at random as typical 
prime contractors / 

Mr. Wepprtn. ‘Typical prime contractors in different fields. 

Senator Moony. They were not people that reported—they wer 
people where you went and made an analysis of their business ? 

Mr. Weppetut. That is right, and we have about eight more con 
panies who are making the same report. They are not 9 yet 
but the report will probably be in by the end of this fiscal yea 

Senator Moopy. Those are reports you are asking them to m: tke? 

Mr. Weppety. We asked them if they would be willing to voluntari 
make them. [ Laughter. | 

Senator Moopy. [ see just what you mean. 

Mr. Weppett. The Bureau of the Budget will understand that point 

Senator Moopy. I was just wondering whether that was a fai 
sampling. 

Mr. Weppeti. We consider it as a fair sample. It shows that th 
dollar amount of $2,867,219,000 that is placed by the Air Force to large 
business concerns is spread out to the benefit of small business. 

Now, in concluding this presentation I would like to make on 
further observation. 

The Air Force has the will to do the job. Many problems remai! 
to be solved. We have achieved a high degree of cooperation on the 
part of our buyers, our small- business s speci: alists, and the Air Matérie! 
Command. 

It is this cooperation, built up over a long period of time, that w 
brig about the proper solution of these problems in the shortest 
possible time and thereby assist the Air Force in meeting its productior 
goal. 
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We feel a certain pride in the accomplishments of the past 12 months. 
We are not satisfied. But this we have done ourselves. 

That concludes the formal presentation, sir. 

Senator Moopy. Well, I think you have every reason to be proud of 
it, certainly. 

Mr. Weddell, may I ask for a report for the record of what the Air 
Force has done on the 34 recommendations made by the committee ? 

Mr. Weppe.L. We will not have that finalized for a few days. 

Senator Moony. That is all right. 

Mr. Weppve.it. You mean the accomplishments to date, or do you 
mean when we get through ? 

Senator Moopy. What the Air Force has done to date. 

Mr. Weppeti. On all of these recommendations ? ? 

Senator Moopy. Yes, sir. 

Thank you very much, gentlemen. The committee will adjourn 
until Thursday morning at 9: 30. 

(Whereupon, at 12:40 p. m., the subcommittee recessed, to reconvene 
at 9: 30a. m., Thursday, May 8, 1952.) 


1For report, Recommendations of Air Force Small-Business Survey Committee and Im- 
plementation, see p. 357. 








PARTICIPATION OF SMALL BUSINESS IN MILITARY 
PROCUREMENT 


THURSDAY, MAY 8, 1952 


UNITED States SENATE, 
SUBCOMMITTEE ON MOBILIZATION AND PROCUREMENT 
OF THE SELECT COMMITTEE ON SMALL BUSINESS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 9:40 a. m., in room 457, 
Senate Office Building, Senator Blair Moody presiding. 

Present: Senators Moody (presiding) and Sparkman. 

Also present: Charles M. Noone, committee counsel. 

Senator Moopy. Mr. McCormick. 

Do you solemnly swear that your testimony before the committee 
will be the truth, the whole truth, and nothing but the truth, so help 


you God ¢ 
Mr. McCormick. I do. 


TESTIMONY OF NEIL McCORMICK, MATERIAL DIRECTOR, BOEING 
AIRPLANE C0., WICHITA DIVISION, WICHITA, KANS. 


Senator Moopy. Will you give your name and company, please ? 

Mr. McCormick. My name is Neil McCormick, material director, 
Boeing Airplane Co., Wichita division, Wichita, Kans. 

The Boeing Airplane Co. appreciates the opportunity to present 
to this committee a report relative to the extent small business has 
participated in our B47 production program. 

To assist in presenting the facts our company has prepared a docu- 
ment entitled “Small Business Report,” dated May 5, 1952, and it is 
respectfully submitted for the record. (Report retained in com- 
mittee files. ) 

The Boeing Airplane Co. receives inquiries almost daily from com- 
panies, both large and small, who are desirous of securing subcontract 
work. These i inquiries are made by letter and personal visits of com- 
pany representatives. It has been our policy to explain fully the 
status of our subcontract program at the time of the inquiry and to 
secure as much information as possible relative to the potential sources 
for reference files. 

Our subcontract program is well established for the present pro- 
gram, and we do not anticipate a need to subcontract additional B-47 
1irplane components unless there is an appreciable change in our rate 
of Speen tion. However, those sources who have qualified manpower 
and facilities capable of producing B-47 airplane components, regard- 
less of size, are encouraged to nee frequent contacts with our buyers 
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so they can be considered in the event additional items are added to 
the Boeing subcontract program. 

My suggestion to those small companies who desire defense work 
is to make their availability known in detail to as many prime con 
tractors and large,subcontractors as possible and follow up frequently 
as programs are continually changing and eventually they should get 
work. 

Senator Moopy. The committee is pleased to receive this very thor 
ough Small Business Report, Mr. McCormick. 

I would like to ask you a few general questions in connection wit 
the activities of your company by way of supplementing or sum- 
marizing the information contained in your report. 

How many people are employed by your company ? 

Mr. McCormick. Approximately 25,000. 

Senator Moony. And it is located where ? 

Mr. McCormick. Wichita, Kans. 

Senator Moopy. How long has the ¢ ompany been in business ¢ 

Mr. McCormick. Boeing Airplane Co. has operated that plant since 

and it was the Stearman Aircraft Co. before that time. That 
company started in 1923 or 1924. 

Senator Moopy. Is that the only plant of Boeing Airplane Co. ? 

Mr. McCormick. No; there is a plant located in Seattle, Wash. 
That is the home office. 

Senator Moopy. You say that is the home office? 

Mr. McCormick. That is the home office; yes, sir. 

Senator Moopy. Now, what are its principal products? 

Mr. McCormick. The B-47 air plane. It is the only product we are 
producing at Wichita. 

Senator Moopy. What have you at Seattle? 

Mr. McCormick. We have a number of contracts in Seattle, most of 
them Government contracts, but the main item is the C-97. That is 
the cargo version of the Strato Cruiser, as you know; and also the 
B-52 airplane, the one that recently made its first flight. 

We have a number of experimental contracts, such as for guided 
missiles and computors. 

That is the bulk of it. The B-52 is for the Navy and the B-52 ha 
the same design characteristics, but it is much larger, more nompareble 
to the B-36, that you are acquainted with, in size. 

Senator Moopy. Will you identify briefly the number, type, and 
size of de fense contracts the company holds? 

Mr. McCormick. The Wichita division has 12 airplane prime con 
tracts. They are chiefly fixed-price contracts, in the total value of 
$1,405,219,411. 

Senator Moopy. To what extent does your company subcontract 
your defense work to small companies ? 

Mr. McCormick. I have it broken down in two ways, that done 
by the Boeing Wichita division and that done by a group of our major 
subcontractors. 

On the Boeing Wichita. group subcontracts, 70.6 percent of our 
sources are small business, that is, less than 500 employees, and 25." 
percent of the total dollar volume goes to small business. 

Senator Moopy. 25.9 percent of your dollar volume is subcontracted 
to small business ? 
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Mr. McCormick. Is subcontracted to small business. 

Senator Moopy. How much is subcontracted ? 

Mr. McCormick. Approximately 60 percent. Let me put it this 
way: 

Forty percent of the contracts that I have quoted a few minutes ago 
are retained by Boeing Wichita for operating its own plant, including 
payroll, engineering, and administration gig ixes but does not ine lude 
production material. Sixty percent of it is placed with vendors, in 
which subcontractors are included. 

Senator Moopy. How much of that 60 percent is subcontracted and 
how much is material ? 

Mr. McCormick. $908 million has been paid out for material and 
subcontract components. Of that $848 million goes to what we call 

ubcontracts; it is for specification materials and that represents 76.6 
percent of the money spent for materials to 7.1 percent of the dollar 
volume. 

Senator Moopy. How many small subcontractors do you have? 

Mr. McCormick. There are 983 subcontractors that have less than 
5OU employees, 

Senator Moopy. How many subcontractors altogether ? 

Mr. McCormick. 1,412. 

Senator Moopy. Now, are they independently owned and operated 
or are they aflilated ? 

Mr. McCormick. They are independently ow ned and operated. 

Senator Mcopy. Where are they mostly located 

Mr. McCormick. All over the U nited States, They are located in 
28 States. 

Senator Moony. What do they produce mainly? 

Mr. McCormick. They are largely items made special for use on the 
B47 airplane, varying from mac ‘hining or a forging, to the produc- 
tion of a valve or to the production of a major assembly or major com- 
ponent of the B-47 airplane. The types of items that subcontractors 
participate in are quite diversified. 

Senator Moopy. Are you trying to subcontract as much of your 
work as you can or does your company keep as much of the work as 
you can and subcontract only what vou have to subcontract 4 

Mr. McCormick. At the start of our B-47 program it was the request 
of the Air Force that we subcontract as much as possible and we hay 

mpled with that request. 

We have approximately 55 percent of our airplanes subcontracted. 

Senator Moopy. Fifty-five percent of the work is done by others than 
Boeing Co. ? 

Mr. McCormick. Right. 

Senator Moopy. Do you make a conscientior ae effort to place youn 

- ont acts with small business when you can ¢ 

*. McCormick. Everything being equal, we do, yes. 

Se nator Moopy. Do you assume performance ? 

Mr. McCormick. That is right. 

Senator Moopy. Assuming performance, you put it with small busi- 
hess, 

Mr. McCormick. That is right. 

Senator Moony. What oe ‘edure do you have to see to it that those 
items that can be made by small business are subcontracted in that 
ield? Do you have any information or material on that 
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Mr. McCormick. Yes, sir. We have a very concentrated program 
set up in that respect, in that we are receiving inquiries almost dail) 
from companies, large and small, that are desirous of securing subcon 
tracting work. 

These inquiries are made both by letter and personal visits and it 
has been our policy to explain fully our subcontract program to them. 

Then, after analyzing the information they have supplied we at 
tempt to determine ‘where they best fit in. 

We make a record of that information and pass it on to our buyers 
and then maintain a source file for reference purposes for these buyers 
and whenever an item comes up of a given type of work they refer to 
this file. 

Senator Moopy. Are specific individuals designated by your com 
pany to deal with subcontractors ¢ 

Mr. McCormick. I have been selected as the small-business liaison 
officer in the program developed by the Air Force. I am in charge 
of the purchasing and I try to pass those policies on to our buyers. 

Senator Moopy. You are specifically directing your attention to 
small business, is that right ? 

Mr. McCormick. Yes, sir. 

Senator Moopy. Do you make specific suggestions to small concerns 
that might want to do subcontracting work for your company ? 

Mr. McCormick. During the interviews, we do. There are a lot 
of them that do not have the equipment or the manpower or training 
to do the type of work and the close tolerances that are required on the 
B-47 airplane. 

In that case, we try to advise them to that effect and suggest the 
type of work they should attempt to secure; we encourage those that 
do have the manpower and the proper type of facilities. 

If we have something, of course, we give them the opportunity ; 
we do not have it we encourage them to approach our largest subco! 
tractors and to work with them in order to get sub-subs. 

Senator SpaRKMAN (presiding). Mr. McCormick, Senator Moody 
has had to leave the committee for a time. I am sorry I was not here 
for the first part of your statement; but let me ask you what sugges 
tions or recommendations you may have for smal] concerns whi 
might w ant to do subcontracting work for your company ¢ 

Mr. McCormick. I would suggest that these small companies pr 
pare detailed information concerning their manpower, the aieah 
ties of it, the floor area that they have available for production, t thi 
facilities—that is, the machine tools and equipment—and preparc 
that into an acceptable brochure and circulate it quite widely among 
prime contractors and large subcontractors, and then follow up closel) 

We have found that too often small companies send those out in 
tially and then do not follow back frequently, and therefore miss ou 
on opportunities for work. 

Senator SparKMAN. You probably gave all of this in your dire 
statement, but for my information about what part of your work 
subcontracted ? 

Mr. McCormick. Approximately 55 percent of all airplanes ar 
subcontracted. 

Senator SparKMAN. Could you give an estimate of the number « 
subcontractors that do that 55 percent ? 
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Mr. McCormick. Yes, sir. There are 1,412 subcontractors that do 
that work. 

Senator SparKMAN. Are they pretty widely scattered ? 

Mr. McCormick. In approximately 28 States in the United States. 

Senator SparKMAN. Of course, that 1,412 would represent the first 
level. Do you have any information as to how many of those may go 
down to a lower ea“ 

Mr. McCormick. I do. Of these hundreds that fall in the large- 
subcontract category, we have contacted a representative group, 12 in 
number, and obtained information as to how they in turn subcon- 
tracted to other small business. 

These so-called vendors, of the total money spent for subcontracts, 
represent 65 percent of the dollar value that we let out and of the 
vendors that they approach, 85 percent of them are small businesses, 
ind 64 percent of the dollar value that they subcontract is to small 
business. 

Senator SparkKMAN. Mr. Noone will ask you some questions. 

Mr. Noonr. Mr. McCormick, you made some suggestions for small 
companies that might want to do subcontract work for Boeing. Do 
those companies correspond directly with you ¢ 

Mr. McCormick. Yes, sir. 

Mr. Noonr. Do you know whether your major subcontractors have 
similar arrangements for subcontracting? Do they have people desig- 
nated to handle inquiries from concerns for doing sdisuieninn 
work? 

Mr. McCormick. They do. 

Mr. Noone. That is all; thank you. 

Senator SparKMAN. We thank you very much, Mr. McCormick. 
We appreciate your giving us this presentation. 

Mr. Goubeau will be the next witness. 

Mr. Goubeau, we are glad to have you with us. Will you raise your 
right hand and be sworn? 

Do you solemnly swear the statements you give to this committee 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Gousrav. I do. 


TESTIMONY OF VINCENT deP. GOUBEAU, VICE PRESIDENT IN 
CHARGE OF MATERIALS, RCA VICTOR DIVISION, RADIO CORP. 
OF AMERICA, ACCOMPANIED BY SAMUEL E. EWING, GENERAL 
ATTORNEY, RCA VICTOR DIVISION, RADIO CORP. OF AMERICA 


Senator SparKMAN. Give your name and your business connection 
to the reporter aig’ the record, if you will, please, sir. 

Mr. Gouseav. I am Vincent deP. Goubeau, vice president in charge 
ef materials, RCA Victor division, Radio Corp. of America. 

J have a statement, Senator, and if you will permit me to read it it 

lav clear up some of the questions that perhaps 1 you might want to ask. 

Senator SpARKMAN. Proceed in your own way, sir. 

Mr. Gousrav. On behalf of my company I should like to thank you 
for making available to us this. opportunity to tell the story of our 
experience with small-business organizations. I think you should 
know that I represent the RCA Victor division, which is the manu- 
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facturing arm of Radio Corp. of America and makes almost all of 
the produc ts that bear the RCA trade-mark. 

We are proud of the relationship we have built up with our sup 
pliers. We like to think of them as friends as well as business associ 
ates. Over the many years that we have been in business, we hay, 
learned that there is a very strong interdependence between our com 
pany and the many organizations with which we work in carrying 
out our responsibilities to our customers, our employees, and ow 
stockholders. This experience embraces a working relationship wit! 
companies of all sizes, from the smallest to the largest. 

In his letter of invitation to appear before this committee, Senato: 
Blair Moody mentioned that you gentlemen are particularly inte: 
ested in certain aspects of the small-business problem. I shall touc! 
on these aspects, broadly, and if you have questions later, and I hope 
you will have, we can de velop the particulars at that time. 

Let me turn now to the first question Senator Moody raised in hi: 
= pertaining to the number of small businesses with whom wi 
dea 

I think the answer to this question becomes more interesting agains 
the background of our experience in supplier relationships. Over the 
years, approximately half of our annual sales dollar has been spent 
for materials and components purchased from outside organizations. 
The proportion purchased is fractionally less in regard to equipment 
for the armed services because of the large amount of e1 ae 
development involved. And yet, in reviewing our records, is 
remarkable to note how closely this over-all figure has held ss 50 
percent—in peace, in war, or—as at present—in time of semi 
mobilization. 

For the year ended December 31, 1951, RCA spent 50.3 cents out 
of every sales dollar for materials and services bought from other: 

In all, there are roughly 5,000 suppliers with whom we are working 
day in and day out producing for both the Armed Forces and for tli 
Nation’s consumers. 

Our suppliers are located in 42 States. 

Out of this total of 5,000 suppliers, approximately three-fourths 
or 75 percent—are small-business organizations by the accepted defi 
nition of “500 employees or less.” In round figures, that makes 3,75 
small concerns with whom we do business. About 50 percent of the 
dollar volume of our purchases go to small companies. 

Many of these suppliers are very small companies. I know of on 
in particular that is making for us a vital part of an electronic syste! 
being manufactured under Air Force contract. This company has 
total employment of six, including the president. 

But while this is somewhat unusual, a more significant fact is that 
of all 3,750 small businesses contributing to our production, about 
half employ less than 100 people. 

It is pertinent to inquire at this point how we determine the amoun' 
of our business to be subcontracted, or indeed why we subcontra 
at all. Why, for example, does a large company like RCA not manu 
facture all its needs? 

The answer begins with our policy that, on items with large vo 
ume for which we have manufacturing facilities and know-how w 
normally divide our procurement between our plants and our su] 
pliers. We do this in order to have more than one source of supp 
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and to insure our getting the best price for the items that go into 
our product. 

Considering the variety and volume of parts entering into our 
product, we cannot profitably make all the parts we require because 
of the capital outlay required to purchase the equipment and the lack 
of volume to liquid: ite the cost of the facilities in a reasonable time. 

Many small businesses serve large businesses by being specialists in 
one or more fields of manufacture. Small business functions effec 
tively when it is able to serve several other businesses, either large or 
small, because it has facilities which can be operated economically 
due to the combined volume of its customers. Furthermore. their 
business is flexible and can be readily adapted to the changing re 
quirements of their many customers. . 

In addition to cost. the utilization of subcontractors frequently 
speeds delivery of completed items. By working closely with his sub- 
contractor, a prime manufacturer can so arrange schedules-that the 

any components produced by outside firms will arrive at production 
lines in time to permit final assembly not only in the most efficient 
and least costly manner but also in time to meet specified deadlines. 

Prompt delivery, particularly on military contracts, can be vital. 
The oe contractor who assumes the responsibi lity for such de 
livery to the military relieves the Government of the hundreds of 
details involved when m: iny companies, both big and little, are teamed 
together to produce weapons and rel: ted devices under military con 
tract. More often than not, this responsibility involves far more than 
mere engineering assistance, expediting of required raw materials, 
and sometimes financing of needed materials. 

The prime contractor also supplements the work of Government in 
spectors and frequently sees to it that subcontracted components 
meet Government specifications. The testing and inspection facili- 
ties required for many military items often are intricate and many 
mall-business firms could neither equip, staff, nor finance them. 

Thus it is true, at least insofar as our company is concerned that a 
prime contractor ¢ ‘ontributes far more than the engineering of a new 
device and its assembly and production. 

You might be interested to know how we reach the man y different 
business firms that are suppling their products to us. Obviously, our 
purchasing department maintains up-to- date lists of all manufacturers 
of various product lines. Thus, if we need a specific capacitor, we can 
refer to our list and find the man who makes the particular capacitor 
we want. And over the years we have built up a working relationship 
with the companies that are supplying us now or have at any time 

the past. 

But in addition to those obvious routines, we contantly are seeking 
new sources of supply. We invite business firms to contact us, even if 
they are making a product that we do not presently use: for there 
might be a time in the future when we will want such a product. Any 
business man who calls on us with something to sell is given every 
opportunity to tell his story. He is referred to the engineer and pur 
chasing man who knows the most about the general nature of the 
product: and if there is a need, he is asked to submit bids. 

Immediately following the start of the mobilization program after 
Korea we set up a special subcontract section in our purchasing 
department to analyze the facilities and products of manufacture) 
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interested in getting into defense work. Many did not know thi 
right procedures for bringing their facilities to the attention of prime 
contractors. We advised them on the preparation of brochures show 

ing the nature and extent of their facilities, equipment, number o| 
employees, and the other facts required. In some cases we sent buye1 

into their plants to make on-the-spot investigations of their capa 

bilities. 

As part of this program, our company set up a specific assignment 
within our organization to supervise activities in connection wit! 
small business. I was placed in charge of this operation by our mai 
agement and have kept in close touch with the small-business problen 
as it relates to our procurement needs. 

As you know, the armed services have held a number of small 
business clinics in major cities. We have sent out representative 
to these clinics to interview the small-business man attending, and 
otherwise cooperated with the military to explain ways and mean 
of moving into the military program. 

In addition to those interviewed at small-business clinics, we hav: 
seen or contacted almost 2,500 other companies. We have discovered 
several new and valuable vendors but, of course, the percentage is 
small. Many of the companies contacted offered facilities which dup 
licated those of our current sources of supply. In other cases, the 
products offered were not required in our operations. 

In dealing with our subcontractors, it is just common sense fo: 
RCA to help them in any practical manner. 

This assistance takes many forms. Very frequently we will assigi 
one or more of our engineers to work with a supplier to help in th 
design of a product we require. Our expediters help subcontractor: 
obtain special tools and raw materials that are hard to find. When 
necessary, we furnish materials that a subcontractor cannot finance 
for himself. 

This assistance has subsidiary benefits to many of our supplier: 
I would like to read to you excerpts from « few of the letters we hav: 
received from some of our subcontractors which tell you far bette: 
than I can how teamwork between companies—big and little—help 
both parties to the agreement. 

Now I would like to present for you a few samples to illustrate ou 
work with subcontractors on defense orders generally. They ar 
more or less typical. 

One of a great many devices we are working on today is the walki: 
talkie for the Signal Corps. The walkie-talkie is a portable radi 
station containing its own transmitter, its own microphone and ea: 
phone circuits, and its own power supply. It is designed to be carried 
on a soldier’s back like a knapsack. ‘The walkie-talkie being used right 
now in Korea performs the same general function as the walkie-talki: 
that was first introduced and used in World War II. But there ar 
several major differences. 

As you can appreciate, weight is of major importance— particular] 
since the walkie-talkie is intended for use by troops in battle wher 
maneuverability can frequently mean the difference between life and 
death. The old walkie-talkie weighed 50 pounds. Our new walki 
talkie weighs 24 pounds—a reduction in weight of over 50 percent. 

In addition, the new walkie-talkie has a range that is almost doub!: 
that of the earlier model. In many other ways, too—such as it: 
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ability to withstand prolonged emersion in water—the new walkie- 
talkie is a much more effective instrument. 

The problem presented to us by the Army was to redesign the 
walkie-talkie to meet the new specifications of lighter weight, longer 
range and greater dependability. We got the prob lem in 1949 and 
mmedis ite sly assigned a team of researc -hers and engineers to the task. 

After our design work was completed and accepted by the Signal 
Corps, we established our production schedules. To help with ‘this 
important task, we called on 185 suppliers of precision parts. The 
firms that joined hands with RCA to build the walkie-talkie are as 
¥ deni as the products they make. Some manufacture simple screw- 
nachine parts. Some mi ake fairly complex gear trains. Others make 
oryst als used in the radio circuits, and still others, the fabric straps 
ised to ¢ arry the instrument. 

Some of these supplhers are classified by the Government as large 
usiness firms. But most of them are small. 

In fact 131—or 71 percent—of the 185 companies collaborating with 
us on the new walkie-talkie are small business firms. 

In dollar volume the amount of subcontracted business to large 
business is 39 percent and 61 percent to small business. 

We recently completed an analysis of another of our military con 
tracts—this one covers a classified electronics system being made for 
the Air Force. 

Parts and supplies for this contract are coming to us from many 
scattered sections of the country—from Lake City, Minn.; Aurora, 
Il].; Muskegon, Mich.; Wyncote, Pa.; Waltham, Mass.: Davenport, 
lowa; Dayton, Ohio; and even Hollywood, Calif. 

The 307 subcontractors teamed with RCA on this contract are lo- 
cated in 18 States. We sent out a questionnaire to these subcon- 
tractors to find out where they, in turn, were purchasing their raw 
materials and components. Sixty of them replied. These 60 are buy- 
ng from 365 different suppliers located in 25 States. Of the 365 sub 

ibeontractors, 55 percent are large concerns and 45 percent are “cmal] 

— * Jt is natural that the percentage here is slightly in favor 

f large business because at the sub-subcontractor level our sub-sub- 
ontractors include copper and brass manufacturers, steel concerns 
nd basie chemical producers. 

Going back to our 307 primary subcontractors on this same order, 
some of them are classified by the Government as large. In all. 26 
percent are in this category. They are using their research and en- 
vineering organizations, their production know-how, and their capital 
esourees, to turn out vitally needed parts. 

The remaining 74 percent are small companies. Some of these 

ibecontractors are very small. One has 6 employees; another 10; 
i third has 26. 

Still another of our contracts involves an elaborate communication 
onsole which we are making forthe Navy. This device was developed 
by RCA at the request of the Bureau of Ships. When our design work 

as completed, it was submitted to the Navy and we obtained a pro- 

ition order. I think you might be inte rested | in the followin ot: won 
ition showing, again, how one contract issued by the military to RC 

in turn broken down into many smaller contracts to help us meet 

r original contract with the Navy. 
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NUMBER OF DIFFERENT VENDORS 


| Percent 
| total 


| Number 


NUMBER OF PURCHASE ORDERS 


The same general distribution applies to an important Air Fore: 


contract we have. The statistical breakdown of this contract is a 
follows: 


Total number of suppliers 


Number of small suppliers (76 percent) 
Number of large suppliers (24 percent) — si +e 


These four defense contracts are typical of the many held by RCA 
For each of them the story 1S very muc h the same. F irst comes thy 
order, and generally an order fee . device never before produced— 
then the engineering work and all the painstaking research that 
involves. As we near ee of development, we prepare fo: 
production. And at this time we place our procurement orders. 


In connection with those contracts I mentioned, the dollar volume 
might be interesting. 

Under one contract with the Air Force, large vendors had 50.5 per 
cent of the dollars and small vendors 49.5 percent of the dollars 
On the second Air Force contract 47.1 percent to large vendors and 
52.9 percent to small vendors. On another contract, large vendor 
47.6 percent, small vendors 52.3 percent, so an average of about 
percent of our subcontract dollars generally is in connection with out 
subcontracts with small business. 

Now, I do not want to bore you with these many figures, Senator. 
so I am trying to skip through a little of this statement, to give yor 
the principal areas that you might be interested in. There is on 
point I wanted to make and that was in connection with any sugges 
tions that we might have for the benefit of small companies, 

Now, I want to say at the outset that I do not feel qualified to te! 
another man how to run his business but I have a few general thought 
that I would like to present. 

In the first place, there is still room for what we have come to call 
salesmanship—even in times of all-out war and certainly in the periods 
of semimobilization, it is essential that the businessman take his war 
to the market. Earlier I mentioned our offer of help to subcontractor 
in the preparation of brochures outlining their facilities. While thi: 
is basic, brochures of themselves will not produce orders automatical!\ 
There is no substitute for personal contact. Anyone who wants bus 
ness must get out and sell. 

Secondly, my advice to a prospective subcontractor would be t 
analyze his operation carefully to determine exactly what kind o! 
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products he is best equipped to produce. It is usually disastrous for 
oo company, particularly a small one, to attempt to produce items 
too far off the course of his normal operation. In other words, he 
should not bite off more than he can chew, no matter how lucrative 
the order may appear. 

Third, while we have advised against going too far afield in the 
way of products manufactured, it is equally essential that the small 
manufacturer keep himself flexible and adaptable. Careful analysis 
of the normal operation frequently shows that the small business 
concern can capably and successfully manufacture a different product 
which is of the same basic type as that with which he is familiar. 

I am well aware of the fact that the small-business man today is 
faced with unusual difficulties, just as we are. I realize, too, that the 
necessary procedures for getting into defense production are foreign 
to his normal way of doing business. The point to emphasize, how- 
ever, is that they are necessary. If the small-business man will accept 
these conditions and adjust his way of doing business to the economic 
conditions which prev ail, I sincerely feel he will find the means to 
keep his business going. After all, we are doing business every day 
with thousands of small manufacturers who are successfully meeting 
their problems. 

The present situation presents the manufacturer with an oppor- 
tunity to serve his country while carrying on his own business. But 
opportunity has never been handed to any one of us on a platter. We 
have to work at the job. The thousands of small-business firms now 
engaged in the defense effort are testimony to their essential character. 
I am sure there is room for a great many others and that they can get 
their share of the defense business by going to companies with prime 
contracts and showing what they can do. 

Thank you again for this opportunity to tell you a little about our 
company. 

Senator SparKMAN. Thank you very much, Mr. Goube: au. Let me 
ask you this: Are those subcontractors or suppliers with whom you 
deal gener: ally the same, or do you get new ones from time to time 
added to the list ? 

Mr. Govuneav. In connection with our civilian business, they very 
often are the same but we are constantly reviewing, as I state “cl, the 
facilities of others. 

We have to be competitive and to be competitive, we have to remain 
alert to new opportunities. 

Now, we do not like to move in and move out on our general run 
of business. However, on our military business by virtue of so many 
of these things being new, we are constantly bringing in new people 
because these items are new and we are really pioneering, and that 
gives an opportunity to increase—and particularly on items difficult 
to get we are constantly trying to enlarge on them. 

Some components of the milit: ary are in tight supply and we are 
anxious to see more people move into those areas to relieve th 
tightness if they can—take relays, for instance, that is almost all 
small business and that is one of the tight items. 

Senator SparKMAN. I would like to say that I have read with a 
great deal of interest several of your ads. I think that you should be 
commended for your advertising program in connection with small 
business. I think that it presents a very fine story which you have 
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told through this medium and certainly it should be helpful in 
encouraging small business to go after that type of work and at the 
same time perhaps encouraging to everyone, to yourself and othe: 
companies, to utilize as fully as possible the facilities of small busi 
ness. I just wanted to make that word of commendation for the 
record. 

Mr. Gouseav. Thank you very much. 

Senator SparkMaNn. Mr. Noone would like to ask some questions. 

Mr. Noone. Mr. Goubeau, do you have people within your organi- 
zation specifically designated to deal with the small concerns coming 
in and inquiring about work ? 

Mr. Gousrav. Yes; that is this subcontract unit we organized. 
Shortly after mobilization started from Korea we set up a sub 
contract unit and they are directed to go there. 

However, I see a lot of them personally, and that is because we have 
made that a serious and important aspect of the whole, this smal! 
business problem, and I see a lot of them and discuss with them 
and turn them over to the subcontract unit. I do not see all of them, 
do not misunderstand me. 

Mr. Noone. Do you have any literature or brochures which in 
dicate particularly the type of products being sought by RCA in the 
field of interest among small concerns ¢ 

Mr. Gousgav. No; we do not have any such things prepared, but 
our buyers are awake to it and this subcontracting unit acts as a 
clearing house to all of our buyers and they know what the market i; 
currently for, so we do not have any—as a matter of fact, it is chang 
ing constantly anyway and I do not think it would serve a specifi 
purpose. 

Mr. Noone. Does your company maintain records indicating s} 
cifically the size of its suppliers? 

Mr. Govpnrav. Yes. 

Mr. Noone. And do you make a conscientious effort to place tl. 
business among small suppliers ? 

Mr. Gousgeav. Well, modestly speaking, I think our record is rather 
good. However, we try to stick to the fundamental point, they must 
be competitive and they must do a constructive job and be right. | 
other words, they have to be good suppliers, regardless of size. 

Mr. Noone. That is all, thank you. 

Senator SpaRKMAN. Thank you very much, Mr. Goubeau. 

Mr. Goupgav. Senator, Mr. Folsom is sorry that he could not be 
here personally. He is very much interested, but he could not come 

(The full text of Mr. Goubeau’s prepared statement follows :) 

Mr. Chairman and gentlemen, on behalf of my company I should like to thank 
you for making available to us this opportunity to tell the story of our expe! 
ence with small-business organizations. I think you should know that I rep 
resent the RCA Victor division, which is the manufacturing arm of Radio Co: 
of America, and makes almost all of the products that bear the RCA trade-mar! 

We are proud of the relationships we have built up with our suppliers. W: 
like to think of them as friends as well as business associates. Over the ma! 
years that we have been in business, we have learned that there is a ve! 
strong interdependence between our company and the many organizations \ 
which we work in carrying out our responsibilities to our customers, our « 
ployees, and our stockholders. This experience embraces a working relations! 
with companies of all sizes, from the smallest to the largest. 

In his letter of invitation to appear before this committee, Senator Blair 
Moody mentioned that you gentlemen are particularly interested in certai! 
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aspects of the small-business problem. I shall touch on these aspects, broad- 
ly, and if you have questions later, and I hope you will have we can develop 
the particulars at that time. 

Let me turn now to the first question in Mr. Moody’s letter, pertaining to the 
number of small businesses with whom we deal. 

I think the answer to this question becomes more interesting against the 
background of our experience in supplier relationships. Over the years, ap- 
proximately half of our annual sales dollar has been spent for materials and com- 
ponents purchased from outside organizations. The proportion purchased is 
fractionally less in regard to equipment for the armed services because of the 
large amount of engineering development involved. And yet, in reviewing our 
records, it is remarkable to note how clearly this over-all figure has held to 
50 percent—in peace, in war, or—as at present—in time of semimobilization. 

For the year ended December 31, 1951, RCA spent 50.3 cents out of every 
sales dollar for materials and services bought from others. 

In all, there are roughly 5,000 suppliers with whom we are working day in and 
day out producing for both the Armed Forces and for the Nation’s consumers. 

Our suppliers are located in 42 States. 

Out of this total of 5,000 suppliers, approximately three-fourths—or 75 per 
cent—are small-business organizations by the acepted definition of 500 employees 
or less. In round figures, that makes 3,750 small concerns with whom we do 
business. 

Many of these suppliers are very small companies. I know of one in particular 
that is making for us a vital part of an electronic system being manufactured 
under Air Force contract. This company has a total employment of six, including 
the president. 

But while this is somewhat unusual, a more significant fact is that of all 
3,750 small businesses contributing to our production, about half employ less 
than 100 people. 

It is pertinent to inquire at this point how to determine the amount of our 
business to be subcontracted, or indeed why we subcontract at all. Why, for 
example, does a large company like RCA not manufacture all its needs? 

The answer begins with our policy that, on items with large volume for which 
we have manufacturing facilities and know-how, we normally divide our pro 
curement between our plants and our suppliers. We do this in order to have more 
than one source of supply and to insure our getting the best price for the items 
that go into our product. 

Considering the variety and volume of parts entering into our product, we can 
not profitably make all the parts we require because of the capital outlay required 
to purchase the equipment and the lack of volume to liquidate the cost of the 
facilities in a reasonable time. 

Many small businesses serve large businesses by being specialists in one or 

ore fields of manufacture. Small business functions effectively when it is able 
to serve several other businesses, either large or small, because it has facilities 
which can be operated economically due to the combined volume of its customers 
Furthermore, their business is flexible and can be readily adapted to the changing 
requirements of their many customers 

In addition to cost, the utilization of subcontractors frequently speeds delivery 
f completed items. By working closely with his subcontractor, a prime manu 
facturer can so arrange schedules that the many components produced by out- 
side firms will arrive at production lines in time to permit final assembly 
not only in the most efficient and least costly manner but also in time to 

eet specified deadlines. Prompt delivery, particularly on military contracts, 
in be vital. The prime contractor who assumes the responsibility for such 


delivery to the military relieves the Government of the hundreds of details 
nvolved when many companies, both big and little, are teamed together to 
produce weapons and related devices under military contract. More often than 
not, this responsibility involves far more than mere engineering assistance, ex 
pediting of required raw materials, and sometimes financing of needed materials 

The prime contractor also supplements the work of Government inspectors and 
frequently sees to it that contracted components meet Government specifications 
The testing and inspection facilities required for many military items often are 


ntricate and many small-business firms could neither equip, staff, nor finance 


all il 


Thus it is true, at least insofar as our company is concernes 
tractor contributes far more than the engineering of : 


i 


issembly and production 
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You might be interested to know how we reach the many different business 
firms that are supplying their products to us. Obviously, our Purchasing De- 
partment maintains up-to-date lists of all manufacturers of various product 
lines. Thus, if we need a specific capacitor, we can refer to our list and find 
the man who makes the particular capacitor we want. And over the years we 
have built up a working relationship with the companies that are supplying 
us presently or have at any time in the past. 

But in addition to those obvious routines, we eonstantly are seeking new sources 
of supply. We invite business firms to contact us, even if they are making a 
product that we cannot presently use; for there might be a time in the future 
when we will want such a product. Any businessman who calls on us with some- 
thing to sell is given every opportunity to tell his story. He is referred to the 
engineer and purchasing agent who knows the most about the general nature of 
the product ; and if there is a need, he is asked to submit bids. 

Immediately following the start of the mobilization program after Korea we 
set up a special subcontract section in our purchasing department to analyze the 
facilities and products of manufacturers interested in getting into defense work, 
Many did not know the right procedures for bringing their facilities to the at 
tention of prime contractors. We advised them on the preparation of brochures 
showing the nature and extent of their facilities, equipment, number of em 
ployees, and the other facts required. In some cases we sent buyers into their 
plants to make on-the-spot investigations of their capabilities. 

As part of this program, our company set up a specific assignment within o 
organization to supervise activities in connection with small business. I was 
placed in charge of this operation by our management and have kept in Close 
touch with the small-business problem as it relates to our procurement needs 

As you know, the armed services have held a number of small-business clinics 
in major cities. We have sent our representatives to these clinics to interview 
the small-business men attending, and otherwise cooperated with the military 
to explain ways and means of moving into the military program. 

In addition to those interviewed at small-business clinics, we have seen or 
contacted almost 2,500 other companies. We have discovered several new and 
valuable vendors but, of course, the percentage is small. Many of the companies 
contacted offered facilities which duplicated those of our current sources of 
supply. In other cases, the products offered were not required in our operations 

In dealing with our subcontractors it is just common sense for RCA to help 
them in any practical manner. 

This assistance takes many forms. Very frequently we will assign one or 
more of our engineers to work with a supplier to help in the design of a product 
we require. Our expediters help subcontractors obtain special tools and raw 
materials that are hard to find. When necessary, we furnish materials that a 
subcontractor cannot finance for himself. 

This assistance has subsidiary benefits to many of our suppliers. I would 
like to read to you excerpts from a few of the letters we have received from som: 
of our subcontractors which tell you far better than I can how teamwork be- 
tween companies—big and little—helps both parties to the agreement. 

Now I would like to present for you a few examples to illustrate our worl 
with subcontractors on defense orders generally. They are more or less typi 

One of a great Many devices We are working on today is the walkie-talkie { 
the Signal Corps. The walkie-talkie is a portable radio station containing 
own transmitter, its own microphone and earphone circuits, and its own powe! 
supply. It is designed to be carried on a soldier's back like a knapsack. ‘| 
walkie-talkie being used right now in Korea performs the same general functi 
as the walkie-talkie that was first introduced and used in World War II. Bb 
there are several major differences. 

As you can appreciate, weight is of major importance—particularly since t 
walkie-taikie is intended for use by troops in battle where maneuverability 
frequently mean the difference between life and death. The old walkie-talk 
weighed 50 pounds. Our new walkie-talkie weighs 24 pounds—a reduction 
weight of over 50 percent. 

In addition, the new walkie-talkie has a range that is almost double that of 
the earlier model. In many other ways, too—such as its ability to withstand 
prolonged immersion in water—the new walkie-talkie is a much more effective 
instrument. 

The problem presented to us by the Army was to redesign the walkie-talkie to 
meet the new specifications of lighter weight, longer range, and greater depe! 
ability. We got the problem in 1949 and immediately assigned a team of re 
searchers and engineers to the task. 
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After our design work was completed and accepted by the Signal Corps, we 
established our production schedules. To help with this important task, we 
ealled on 185 suppliers of precision parts. The firms that joined hands with 
RCA to build the walkie-talkie are as varied as the products they make. Some 
manufacture simple screw machine parts. Some make fairly complex gear 
trains. Others make crystals used in the radio circuits, and still others, the 
fabric straps used to carry the instrument. 

Some of these suppliers are classified by the Government as large business firms. 
But most of them are small. 

In fact 131 (or 71 percent) of the 185 companies collaborating with us on the 
vew walkie-talkie are small-business firms. 

In dollar volume the amount of subcontracted business to large business is 39 
percent and 61 percent to small business. 

We recently completed an analysis of another of our military contracts—this 
one covers a Classified electronics system being made for the Air Force. 

Parts and supplies for this contract are coming to us from many scattered sec- 
tions of the country—from Lake City, Minn., Aurora, Ill., Muskegon, Mich., Wyn- 
cote, Pa., Waltham, Mass., Davenport, Iowa, Dayton, Ohio, and even Hollywood, 
Calif. 

The 307 subcontractors teamed with RCA on this contract are located in 18 
States. We sent out a questionnaire to these subcontractors to find out where 
they, in turn, were purchasing their raw materials and components. Sixty of 
them replied. These 60 are buying from 365 different suppliers located in 25 
States. Of the 365 sub-subcontractors, 55 percent are large concerns and 45 per- 
cent are small business. It is natural that the percentage here is slightly in favor 
of large business because our sub-subcontractors include copper and brass manu- 
facturers, steel concerns and basic chemical producers. 

Going back to our 807 primary subcontractors on this same order, some of them 
are classified by the Government as large. In all, 26 percent are in this category. 
They are using their research and engineering organizations, their production 
know-how, and their capital resources, to turn out vitally needed parts. 

The remaining 74 percent are small companies. Some of these subcontractors 
are very small. One has 6 employees; another 10; a third has 26. 

Still another of our contracts involves an elaborate communications console 
which we are making for the Navy. This device was developed by RCA at the 
request of the Bureau of Ships. When our design work was completed, it was 
submitted to the Navy and we obtained a production order. I think you might 
be interested in the following tabulation showing, again, how one contract issued 
by the military to RCA is in turn broken down into many smaller contracts to 
help us meet our original contract with the Navy. 


NUMBER OF DIFFERENT VENDORS 


NUMBER OF PURCHASE ORDERS 


th small vendors ee : ; 90F a5 
1 large vendors ; be i 35 


Total : : ” 453 100 


The same general distribution applies to an important Air Force contract 
we have. The statistical breakdown of this contract is as follows: 


Total number of suppliers.__.......--- Bien deems a. iy 
Number of small suppliers (76 percent) ~..------------ ae 
Number of large suppliers (24 percent) --....--------__--_---- 110 


ovi 


These four defense contracts are typical of the many held by RCA. For each 
of them the story is very much the same. First comes the order, and generally 
an order for a device never before produced—then the engineering work and 
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all the painstaking research that it involves. As we near completion of develop 
ment, we prepare for production. And at this time we place our procurement 
orders. 

Ever since our company was organized, we have stressed research and 
engineering. Because of this policy we have been able to develop new products, 
improve old products, and expand our fields of activity. This in turn has pe: 
mitted us to further expand our research staffs. As a result we have built up 
a large, skilled staff of engineers and research specialists Which concentrates 
almost exclusively on electronic problems. We feel we have as fine a group of 
men and women in our engineering and research laboratories as any organizatiou 
in the country. 

How valuable—or invaluable—this continuing engineering experience may, 
prove in time of emergency I can illustrate by referring again to the walkie 
talkie contract. The Army first presented the need of a smaller, lighter instru- 
ment to us in 1849. As the Korean war progressed, the urgency for delivery 
grew. Lives depended on it. It was fortunate that our engineers were we 
versed in the general classification of equipment—had a head start, so to speak 

For many years our scientists have been devoting their efforts to proble: 
of voice communication. As a part of our national commercial 
of voice communication, As a part of our normal commercial business, we 
constantly strive to improve microphones, amplifiers, loud-speakers, and othe 
devices related to voice transmission. 

Thus, when the Army gave us the job, our people already had an intimate 
knowledge of all of the basic principles involved. 

We assigned skilled research and engineering teams to the task. It wasn’t 
an easy job by any means, but today we are supplying a completely new walki¢ 
talkie system to the Signal Corps that is far superior to any similar systen 
and which makes possible conversation in combat that is clear and distinct 
under all battle conditions. 

In other words, because our company has long maintained a skilled research 
organization, we were able to divert these skills to the Nation’s interest at a 
moment’s notice. The problem was solved. 

Senator Blair Moody mentioned that your committee would be particularly 
interested in any suggestions we might have for the benefit of small com 
panies attempting to obtain defense work. I am not sure that I am qualified 
to tell another man how to run his business. However, I have a few gener 
thoughts on the problem. 

In the first place, there is still room for what we have come to call salesmat 
ship—even in times of all-out war and certainly in periods of semimobilization 
it is essential that the business man take his wares to the market. Ear 
I mentioned our offer of help to subcontractors in the preparation of brochur 
outlining their facilities. While this is basic, brochures of themselves will 
produce orders automatically. There is no substitute for personal contict, 
Anyone who wants business must get out and sell. 

Secondly, my advice to a prospective subcontractor would be to analyze his 
operation carefully to determine exactly what kind of products he is best 
equipped to produce. It is usually disastrous for any company, particularly a 
small one, to attempt to produce items too far off the course of his normal 
operation. In other words, he should not bite off more than he can chew, no 
matter how lucrative the order may appear. 

Third, while we have advised against going too far afield in the way of prod- 
ucts manufactured, it is equally essential that the small manufacturer keep 
himself flexible and adaptable. Careful analysis of the normal operation fre 
quently shows that the small business concern can capably and successfully 
manufacture a different product which is of the same basic type as that with 
which he is familiar. 

I am well aware of the fact that the small-businessman today is faced w 
unusual difficulties, just as we are. I realize, too, that the necessary procedur 
for getting into defense production are foreign to his normal way of doing In 
ness. The point to emphasize, however, is that they are necessary. If 
small-business man will accept these eonditions and adjust his way of doing 
business to the economic conditions which prevail, I sincerely feel he will find 
the means to keep his business going. After all, we are doing business ever! 
day with thousands of small manufacturers who are successfully meeting tli 
problems. 

The present situation presents the manufacturer with an opportunity to sery 
his country while carrying on his own business. But opportunity has never bev! 
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handed to any one of us on a platter. We have to work at the job. The thousands 
of small-business firms now engaged in the defense effort are testimony to their 
essential character. I am sure there is room for a great many others and that 
they can get their share of the defense business by going to companies with prime 
contracts and showing what they can do. 

Thank you again for this opportunity to tell you a little about our company. 
I have been able only to brush the surface; but if any of you have questions, I 
shall be glad to try to answer them. 

Senator SparkMAN. Thank you very much. Mr. McDaniel. 

I would like to say, Mr. McDaniel, that we are calling you a little 
out of order because Mr. Trainer is supposed to be the next witness. 
He is coming by plane and he was delayed but he will be here in a 
short time. So, if you will proceed at this time we will appreciate 
it. Hold up your right hand to be sworn. 

Do you solemnly swear that the statement you are about to give 
to this committee will be the truth, the whole truth and nothing “but 
the truth, so help you God? 

Mr. McDanie.. I do. 


TESTIMONY OF GLEN McDANIEL, PRESIDENT, RADIO-TELEVISION 
MANUFACTURERS ASSOCIATION, WASHINGTON, D. C. 


Senator SparkMAN. Give your name and your business, please, for 
the record, sir. 

Mr. McDaniet. My name is Glen McDaniel and I am president of 
the Radio and Television Manufacturers Association, whose address is 
777 Fourteenth Street NW., Washington, D. C. 

I received last week a letter from Senator Moody in which he said 
that he had been informed that I had served as the secretary for 
the Air Force Small Business Survey Committee last year which in- 
vestigated the small-business program of the Air Force and made 
recommendations. He asked if I would come and tell about the work 
of that committee, which I am very happy to do and very glad to 
have the opportunity to do. 

A copy of the report of the survey committee has been furnished 
to Mr. Noone. I will make some comments on it as I go through it 
but will not read the report because it is too long. | 

I would like to start with the formation of the committee, which was 
done in the summer of 1951 by Under Secretary Gilpatric of the Air 
Force. The idea was to select four businessmen who were not di- 
rectly connected with Air Force procurement but who had some expe- 
rience with Government procurement problems. 

He asked them to, as he expressed it, “take a look at our small- 
bu siness set-up,” and asked “give us your evaluation of it,” and asked 

s to make recommendations with respect to making it more effective. 

We received our appointments in June but we did not undertake 
our survey until October because Mr. Gilpatric advised us it would 
be better to wait until certain new procedures for small business which 
had just been inaugurated by the Air Force had been allowed to work 
awhile so we could look at the results. 

I should tell you the members of the committee of four. 

First, the chairman was Mr. A. D. Plamondon, Jr., who is the 
president of the Indiana Steel Products Co. That is a small business 
located in Valparaiso, Ind., in the electronics field and Mr. Plamondon 
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is chairman of the small-business committee of the Radio and Tel 
vision Manufacturers Association. 

The second member was Howard D. Williams, who is the treasurer 
and general manager of the Washington Mills Abrasive Co. at North 
Grafton, Mass. That is also a small business. Mr. Williams also 
was president of the Smaller Business Association of New England, 
and he had interested himself quite a bit and, I believe, had appeared 
before committees of Congress in connection with small-business 
proble ms. 

The third member was Mr. Louis Ruthenburg, chairman of thie 
board of Servel, Inc. Servel is a large business. It has about 5,000 
employees but is not an Air Force prime contractor and Mr. Ruthe: 
burg is widely known as a business leader in the country; a very 
thoughtful man. 

The fourth member was myself. I had a big-business background 
since I was vice president of the Radio Corp. of America before tak 
ing on my present job a year ago. But in my present capacity I rep- 
resent the 340 members of the radio and television industry who are 
members of my association and 72 percent of those have less than 500) 
employees so that in effect I am representing both large and small 
business. 

Now, the report which the committee filed was divided into three 
parts: 

In the first part we discussed our approach to the problem, which 
I think is important and which I would like to go into with you. 

In the second part we made our findings and recommendations wit}; 
regard to administrative measures to implement the small-business 
program in the Air Force. 

The third part consisted of our findings and recommendations 01 
certain substantive obstacles which we felt impeded the natural pro 
esses through which small business participates in any program, i! 
cluding the mobilization program. 

The survey which we conducted included visits to a number of 
contractors of the Air Force. These included the Allison divisio1 
of the General ~—s Corp.; the Bendix radio division of the Bendix 
Aviation Corp.; the Wichita Division of Boeing Airplane Co.: t! 
Lockheed Aircraft Corp.; the Douglas Aircraft Corp.; the Nort! 
American Aviation and Hughes Aircraft Co., in the Los Angeles 
area, the Seattle division of the Boeing Airplane Co.; the Consolidated 
Vultee Aircraft Corp. at Fort Worth, Tex.; the Republican Aviatio: 
Corp. in Farmingdale, Long Island, N. Y.; and the Wright aero 
nautical division of the Curtiss-Wright Corp. at Wood-Ridge, N 

Those were a!l large prime contractors of the Air Force. Several 
of them were airframe contractors; two were engine contractors and 
two were electronic contractors. So, we had both a geographical and 
a production distribution on the survey we made. 

We also visited two important first-tier subcontractors, These were 
the Webber Aircraft Corp. at Burbank, Calif., and the Texas Engi 
neering & Manufacturing Co. at Dallas. We wanted to get an idea 
of how far the Air Force small-business program was being carried 
out by these very important first-tier subcontractors who take on 
the responsibility of producing a part of an airplane. 

Now, in our approach to the problem, in our report, of course, we 
pointed out that the members of the committee were wholly in syn 
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pathy with the small-business program enunciated by Congress which 
the Air Force was trying to carry out and we comment as to why 
we think the successful carrying out of that policy is very important 
n a period of partial mobilization like we are going through, in order 

o provide for our national security, to protect the health of our 
economy and to have the very best ssineiks industrial machine in 

he event of emergency. 

We did point out that the American industrial system is an inter- 
dependent structure and that the mobilization progr: im has brought 
ibout a number of disrupting influences caused by shortages of ma- 
terial and so forth which are unavoidable and which cannot be cured 
but can only be alleviated by a small- a program, 

We felt that the small business program enn alleviate a great deal 
of stress, can save small companies from going out of business, can 

trengthen small companies; but we cannot hope to have a program 
of this kind completely eliminate the problems of the small businesses 
of the country when it is in a mobilization period of this kind. 

We felt that we must ceive very caretul consideration to the inherent 
processes in the American industrial economy by which large busi- 
ness and small business work together. Mr. Goubeau has covered that 
process, I think, in his very fine statement here this morning. 

We find that in the mobilization program this natural process 
whereby big business and little business work together and seem to 
be interdependent upon each other, seems to be disrupted by the re- 
quirements of a mobilization program and we felt that the greatest 
thine that could be Gone for small business is to try to identify and 
remove the obstacles that stand in the way of this natural process 
of cooperation between large and small business, rather than the 
mposition of any coercive measures by Government which will have 
to be limited in their effect, in any event. 

We also felt that the small business program should not be pushed 
to the extent of sacrificing the basic criteria of obtaining the earliest 
possible deliveries of the best articles at the most reasonable prices. 
We do not think it is necessary to sacrifice those basic require ae its in 
order to protect and enlarge the scope of small business. 

It was this approach to the problem that caused us to divide our 
report into these parts, the first discussing the administrative pro- 
cedures and the second discussing the obstacles that exist ana keep 
cropping up to the natural participation of small business with large 
business in this industrial program. 

Now, a good part of our report is taken up with discussing our find- 
ngs as to just what the program of the Air Force for small business 
had accomplished up until the time we filed our report, which was 
January 30. 

do not think it would serve a useful purpose for me to go over 
that this morning because the Air Force witnesses have been here and 
lave given statistics more recent than the ones we have in our report. 

We made a total of 34 recommendations in our report. [am going 
to go as briefly as I can over some of these administrative recom- 
mendations. 

Rees first one was that the Office of Small Business in the Air Force 

‘taken out of the Director of Procurement and Material where it is 
now, and put in the office of the Under Secretary and that the head of 

e Office of Small Business be made a deputy to the Under Secretary. 
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We felt that that would give the small business program a standin, 
and a prestige and a freedom of action which we feel it cannot hay: 
as long as the head of the small business office is subordinate to a colon 
who is reporting to a general who is reporting the Under Se 
retary. We felt that if he were put directly under the Under S 
retary he would have more influence and more freedom of action 
the program of the Air Force. 

We urged that in the rescheduling process which was then about 
take pli ice, the so-called stretch-out of the Air Force program, tha 
definite guide ‘posts or programs be adopted to try to take advantay 
of that opportunity to help small business; in other words, try 
prevent the prime contractors from taking work back into their plant: 
when they had their orders stretched out, and trying to do other lin 
of that kind to protect small business from the ‘adverse consequen 
of a stretch-out program. 

Now, commenting on the section of our report which has to do 
recommendations for the headquarters here in Washington, one 
those recommendations had to do with price differentials which I thir 
1 should mention. 

We found that the Air Force had a directive which authorized | 
paving of a price differential to small business under certain cond 
tions. We felt that there were two things wrong with the direct! 
and with the policy. First, the directive was so vague that we f 
it was not being carried out at all and it should be more speci! 
and that the instructions to the purchasing personnel as to pn 
differentials should be very specific or very detailed or you cam 
expect any action out of it because you are asking pricing officials 
reverse all of their tr: ices and approach to the problem that they h 
all these years. 

We felt in addition, however, that the policy as stated was 
liberal, that there were too many cases in which the price different 
for small business were authorized—we feel and Mi our experie! 
has been that small business does not need and does not want a p! 
differential in order to get it into the military program. 

I think that small business can stand on its own feet if measures 
taken to give it an opportunity to participate. We do not feel 
small business wants an umbrella held over it in this program, «1 
the Air Force statistics show that small business has been able to mor 
than hold its own in bidding, in competing for such articles that sm 
business could make. 

We recommended very strongly against the suggestion that had be: 
made that the Government-furnished products list be expanded 
order to help the small-business program in the Air Force. 

The idea of that suggestion was that the Air Force might take + 
the purchase of more products by itself and furnish them to the pri 
contractors for incorpation in the airplane and that they could th: 
break them down, these purchases, and buy them from small busine 
The proposal was to expand the Government products list from | 
present scope of things which are equipment, largely, instruments a) 
things of that kind which are attached to the airplane at the end 
the assembly process, into a broader list which would be things w! 
would be incorporated in the airplane at earlier stages of manufactur 

We feel that that would be a grave mistake because a substan 
cause for the delay of delivery of aircraft in this mebilization prog: 
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and also in World War II was delays in delivery of Government- 
furnished products. 

We felt that if the list included articles which went into the airplane 
in the early stages of fabrication those delays could wreak havoe with 
the delivery program and therefore we recommended strongly against 
expanding the Government-furnished list. 

As to the field offices, we recommended the Air Force set up a 
monthly newsletter or monthly report, to circulate to their small-busi 
ness specialists in the field information which would enable them to 
exchange their experiences so that they could benefit from each other's 
experiences in trying to get business into the hands of smi aller concerns. 

We recommended also that they hold a national meeting of all their 
small-business specialists twice a year so these people can get together 
ind discuss their problems and increase their coordination. 

We also recommended that the status and pay of the small-business 
specialists be reviewed because we had the feeling they did not have 

‘ pay and the position in the organization in some cases commen 

ate With what they should have in order to enable them to do their 
w It is a difficult job, and we feel a survey of that kind should 
be made, 

We also endorsed the parts exhibits for small business that had 
been started by the Air Force and adopted by the other departments 
nid recommended that program be continued. 

Now, I have gone over briefly as to what we suggested as to the 

rect procurement by the Air Force itself in this first part of ou 

port, 

The second subject we took up was the procurement by the prime 

utractors, in other words, subcontractors. There we were disap- 

nted to find that in our opinion the prime contractors were not 
iking sufficiently seriously the small-business clause in their con 
tracts which recites the official policy of the C ongress and which 
tes that the contractor agrees to accomplish the maximum amount 
f ‘cake ‘ontracting to small business that is consistent with the efficient 
rformance of his contract. 

W e felt that the attitude on the part of some of the prime contrac 
tors did not strike us as represe wr a sincere and conscientious effort 

live up to the spirit of that ¢ lause. 

We recognized, of course, that the biggest promise for increased 

ticipation by small business in the Air Force’s program is in sub- 
ontracting, and that is for two reasons. 

One is that actually less than 10 percent of the Air Force dollar is 
susceptible to performance by small business. ‘They spent their money 
a airplanes and complie ated jet engines and complicated elec- 

‘ systems, and there is only 10 percent—at that time we thought 
as 15 percent—of the dollar that can go to small business. 

Of course, the second reason is that the Air Force is doing a very 

od and a very thorough job in seeing to it that the largest feasible 

reentage of that sm: all business potential is actually going to small 
iness. I believe the measures which they are taking have been 
tified to this week by the Air Force representatives. 

"New we come to our recommendations as to action to be taken by 

Air Force to encourage prime contractors to carry out the Air 
Force’s small-business policy. 
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We agree at the outset that the Air Force should not undertake to 
coerce prime contractors with respect to their subcontracting to small 
business. 

You cannot force them to subcontract to any particular small-bus 
ness man and you cannot force them to subcontract any particul 
percentage of their work tosmall business. If you do, the Governm 
is invading ma province of the contractor and you cannot do it wit! 
out relievine him of the responsibility for delivering on time a 
product ae h meets the specifications which have to be met. 

But we did make a number of recommendations as to how the pri: 
contractors could have their awareness of the problem and their e 
thusiasm for the program incre ased, and how they could be encow 
aged tO cooper ate more close ly with the Air I orce in this progr. i! 

First, we felt, and this was the one deviation we made with re _ 
to forcing prime contractors to do anything—we felt that the pri 
contractors should be required to make periodic surveys and to ina 
tain records of the number of employees of the subcontractors a1 : 
vendors. We felt that a prime contractor 1s not in a position to say 
that he is in good faith trying to carry out the small-business progra 
if he does not know which of his vendors and subcontractors have le: 
than 500 employees and which have more than 500 employees. 

Now, we do not think that this record keeping should be done in an 
way that becomes burdensome or unduly expensive to the prime co 
tractor. We think reporting arrangements could be worked out a 
appropriate techniques could be used and we think figures should 1 
be tiled oftener than every 6 months. 

We feel the Air Force and the prime contractors should work 
together to evolve a reasonable method for keeping the system a 

» believe that can be done. 

Tl en we recommended that the Air Force call upon the prime c 
tractor to compile a list of the items which they purchase which 
suitable for small-business production, that is, to divide everyt! 
they order between those that are suitable for small-business prod 
tion and those things which are so large and complicated and expen 
that you cannot expect small business to be able to handle them. 

As the result of the visits we made to some of these plants and « 
urging this point of view upon the subcontractors, some of 1 
undertake to pre pare such a list. We felt and we urged them to, 
preparing such a list, give instructions to their personnel to place s1 
able business with oan concerns where at all possible. 

But we did not, of course, feel that they should go through | 
full eens procedure’ of the type that Wright Field uses for | 
Air Force, because that is a Government program which can be do! 
in a Government procurement organization, but could not be don 
in our opinion, by the prime contractors because of the short lead 
times that they have to work under and because of other problem: 
which they have which the Government does not have. 

However, we recommended that they be requested to instruct their 
buyers that where a piece of business that had been en 
suitable for small concerns did not end up with a small ¢ 
that they justify that in the papers which the buying fiver n 
sign in order for the contract to become effective. 

That requirement for noting a justification in the papers has pe! 
formed two useful functions. “One. it makes the buyer very consc 
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of the desirability of pli icing that business with small business because 

f he does not place it with small business he has to justify it and 
vive the reasons for not doing it. 

Secondly, we get some very valuable information from these re ports 
as to why it is that small business is not getting a larger participation 
in the work of that particular prime contractor. 

We recommended that the prime contractor’s liaison official, such 
as Mr. McCormick is for Boeing Airplane Co., who had been desig- 
nated by the prime contractor as the small-business liaison official 
with the Air Force, that they be called together in conference pe riodi- 

ly by the Air Force, in order to get the responsible sm: a yusiness 

ficials of each prime contractor together in a room to discuss their 
efforts to carry out the small-business program and to exc a ange their 
experiences and to get ideas and techniques from each other. 

We also suggested that they call upon the liaison officials of the 
prime contractors to have the major subcontractors appoint small- 
business liaison officials and for those people to form a team with the 
small-business liaison officials of the prime contractor to carry out the 
small-business program. 

We found that in almost every case the prime contractor had a 
small group of definitely identified major subcontractors—it might 
be 8 or 10 or 20 major subcontractors—that, in the case of airframe 
contracts, were taking a particular portion of the airplane—a fuselage 
section ora tail assembly or wing section, and so on. 

We felt if liaison officials could be appointed by these major prime 
contractors, that they could have a very good effect in carrying out 
the small-business program. 

Those were our recommendations, briefly, with respect to admin- 
strative measures to be applied by the Air Force to carry out the 
small-business program. 

Point 2 of our report concerned obstacles to the natural process of 
ee of small business. This got us into some very deep 

roblems and we had to deliberate at great length in order to arrive 
i our conclusions, and we had to do a great deal of research. But 
we felt that the thing that needs to be done most to help small business 
in this country is to concentrate on the obstacles which are impeding 
the natural process of participation by small business in American 
industry. 

Now, the first one is a little different from the rest of them. The 
first has to do with procurement delays at Wright Field. 

We found that it is a 120-day cycle there to get a contract out of 
Wright Field. The complexity of the purchasing process for the 
Air Force is utterly baffling to the aal- business man—it is inci- 
dentally baffling to the big- ‘business man, too—but the big-business 
man has got the experts and the resources at his command to enable 
him to work with that problem as best he can. 

The small-business man is utterly buffaloed by the delays in getting 
the contract at Wright Field—the complexities are so great that the 
small-business man, we find, if he is held up too long in an immobilized 
position in his planning, is oftentimes when the contract comes around 
hot ina position to take it any more. 

We recommended that the Air Force give very serious consideration 
and study to decentralizing the Wright Field operation. We think 
there are too many people ‘there trying to do too much in one place. 

99841—52—No. 523 
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We asked them to look into the idea of setting up a small Wright 
Field on the west coast, where you have a tremendous production and 
where you have hundreds and hundreds of small concerns which hay; 
grown up with the aircraft industry on the west coast. 

We think that would be of tremendous benefit to the small-busines: 
men on the west coast and elsewhere in the country, if they could di 
centralize those operations. We do recognize that there are a grea‘ 
deal of difficulties about that because of the nature of the product th: 
are buying in the Air Force but we do feel that the delay proble: 
has got to such scope that something must be done about it. 

We were a little bit alarmed by the fact that the small-busine 
screening procedures of the Air Force at Wright Field seemed to u 
to be causing a substantial additional delay to the procurement proc 
at Wright Field. 

Therefore we recommended that after that had been in operatio 
for a year, that a thorough study be made to see how much the smal 
business program was increasing the time delays and to take measure 
to decrease any time delays to the greatest extent possible. 

We also recommended that a project manager system be studied at 
Wright Field, to put into the hands of one responsible particula: 
officer a project so that he would be responsible, say, for a give: 
bomber or for a given electronic system. We felt that that would 
clarify the confused procurement picture and greatly help the oppo 
tunity of small business to participate. 

Since the filing of our report a great deal of attention has been giver 
to this project manager suggestion, particularly in the electronic: 
field and we believe that the Air Force is going to adopt a project 
manager system for the electronics system and we think great benefit: 
will come from that. 

Then, we took up the question of the excess-profits tax. We found 
everywhere we went in our survey that the smaller companies wer 
unable to get the additional capital to take on jobs which the pri 

contractors had for them, and they have had great difficulty getti 
capits 1] where they have been able to do it. 

The basic reason that they were unable to get the capital to enal 
them to do the job was that the -y had to have some satisfactory pro 
pects of earnings in order to justify the loans to them of these larg: 
sums of capital that are required to take on a military project. 

It was not long in our survey until we saw very conspicuously b 
fore us the fact that the excess- profits tax is giving many small co. 
cerns an incentive not to take defense contracts. 

Of course, the aircraft industry is characterized by unstable ea: 
ings and always has been. We cite the fact that they produced | 
airpl: wnes a month in 1944 and they dropped to 66 aoeauae in 1946 
They had a very slim time in that period between 1946 and 1949, and 
those were the very years that were selected as the base-period yea 
for the excess-profits tax. 

Well, of course, the Congress tried to anticipate that problem fo 
the aircraft industry by giving the aircraft industry a 14-year bas 
period instead of the three best years out of 1946 to 1949. 

But, when the Secretary of the Treasury promulgated the industr) 

rate of return for that base.period which they were entitled to unde: 
that provision, it only amounted to 12 percent on invested capital a 
that meant that all earnings above 12 percent on invested capital were 
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taxed away at the rate of 82 percent of all earnings and over 12 percent 
were taxed at the rate of 52 percent. 

That means that in this aircraft industry, particularly the small- 
business concern, that the pattern is that they are paying 70 percent 
of their income in taxes because the only protection they have is the 

70-percent ceiling. 

‘They simply do not have a base that will bring their taxes down 
below the 70-percent field. They cannot qualify under the growth 
formula because that depends upon the difference between 1946 and 
1949 on the one hand and 1948 and 1949 on the other, and they do not 
qualify as growth companies. 

Nor are they helped by the amendments of last year which resulted, 
[ believe, from a speech that Senator Hendrickson m: aa on the floor 
of the Senate about new companies and their difficulties under the 
excess-profits tax. 

Under those amendments of 1951, the first $300,000 of income was 
given a ceiling in the case of new companies of 57 percent for the first 
2 years and 60 percent the next year and so on in a graduated scale 
until they reached the 70-percent.ceiling. 

In other words. the purpose there was to give smaller new com- 
panies a smaller sailine for the first 5 vears of their life in order to 
help them get started. 

The remarkable thing that we ran into was that this system of 
graded ceilings is not extended to new companies that are engaged 
principally in defense work. The plain fact of the matter is that 
any new company that goes into defense production is penalized for 
going into it because of this system of graded ceilings. 

What this amendment says is that the benefits of this system of 
graded ceilings will not be given to any company 50 percent or more of 
whose revenues are subject to renegotiation. We could not imagine 
why an incentive was provided to deter people from going into de- 
fense work. 

The report of the Senate Committee on Finance said that these new 
businesses which have 50 percent or more in renegotiation are deriving 
their principal income from Government contracts providing pre- 
dictable and secure markets for their products, leaving little need 
for special relief. 

Well, we think that is a very serious mistake on the part of the 
Committee on Finance and we believe that the facts were not properly 
brought to the committee’s attention because the business of making 
parts for the aircraft program is certainly not predictable and there is 
not a secure market. 

To our minds it is unfortunate in the extreme that this section 430 
(e) (3) of the Internal Revenue Code was added last year. Of course, 
our committee feels that the excess-profits tax has done great damage 
to the rearmament program and will do more damage in the future, 
and it annoys us because the tax falls very hard on small companie s 
and new companies that are trying to grow and it falls with practically 
no impact at all upon big, well-fiananced and well diversified cor- 
porations. 

We recommended that the Air Force institute a careful study of 
just what impact the excess-profits tax had had upon the rearmament 
program and that it convey the results of this study to the Congress 
with such recommendations as were justified by the facts that they 
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found. We also urged that the Air Force request repeal of this section 
which penalizes new companies for going into defense work. 

And now I come to renegotiation. There we found on the part of 
the prime contractors a very great fear, a very tangible fear that if they 
did a good job subcontracting and extending their subcontracting to 
small business they would be penalized for doing th: at by the renegotia- 
tion boards. 

The reason for that is that the renegotiation boards in the past when 
they have reviewed the performance of a military prime contractor, 
have said, “Well, look here, on that last contract that you had, you 
did not do all of the work yourself. You subcontracted 50 percent of it 
so we are going to cut your profit 50 percent.” 

This attitude on the part of the renegotiation boards of course 
ignored the fact that the subcontracting process is the very heart of 
American industry. It is the way that American industry operates 
and it is where our strength lies; they ignored the fact that the business 
of supervising or coordinating the work of many subcontractors re- 
quires a high order of skill and it is very hard work and it saves the 
Government many millions of dollars because of the efficiency it is 
producing. 

We recommended very strongly to Mr. Gilpatric that he request the 
new renegotiation board to amend its regulations so that the doing 
of a good job on the part of a principal contractor in spreading the 
work to subcontractors would be recognized as an affirmative factor 
in favor of the contractor in renegotiations. 

Mr. Gilpatric promptly adopted our recommendation and trans 
mitted it to the renegotiation board and the sequel to the story is 
that the renegotiation board, and the regulations were in draft form. 
did revise its regulations and did insert a program which provided 
that the board will recognize as an affirmative factor in favor of the 
contractor on renegotiation the fact that they did a good job in carry- 
ing out the small-business Air Force program and the program of 
subcontracting and spreading the work as much as possible. 

There is another sequel to that story, however, that I would like to 
mention, Senator. 

That is this, that we no sooner had gotten the renegotiation board 
to a more enlightened point of view toward subcontracting than wi 
have the same process cropping up now in price I redetermination 
negotiations. 

We found that recently some prime contractors have come to thie 
40- or 50-percent completion point on one of their big contracts, that 
when they came to redetermine the prices under the price redeter- 
mination provision, the negotiators said, “You have extensively sub- 
contracted your work. Therefore, instead of allowing 10-percent 
profit as arranged for in the beginning we are going to cut your profit 
down to 6 or 7 percent,” or whatever. 

Now, of course this causes consternation to the prime contractor. 
It can have only one effect and that is to make him slow down on 
his subcontracting efforts. This bad effect will be very widespread 
because there are so many price redetermination types of contracts 
They have to have many of them because we have so many products 
that are few and difficult to make and on which the contractors do 
not have cost experience. 
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We certainly hope that the price renegotiators will adopt the 
same enlightened attitude toward the problem that the renegotiation 
board has and if they do not we feel that the subcontracting process 
and the small-business program is going to suffer. 

Our next recommendation had to do with allocations of material. 


We found a very unhealthy situation, in that small concerns were 


not able to cet material. They did not have the opportunity to get 


. 
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We feel that the Air Force should liberalize this practice and reim 
burse them to the extent of 100 percent of the partial payments that 
they make the subcontractors, rather than 90 percent, and I am very 
glad to see that recommendation was adopted. 

The interest of the Government is fully protected by the fact that 
they stop all payments when they reach a certain percentage of the 
contract price, and that the Government’s risk is protected by that 
incentive to the contractor. 

We felt that the issuance of cerificates of eligibility by the Air Force 
as a prerequisite to the granting of V-loans was too rigid a procedure. 
We recommended that those certificates be made a matter for discre 
tion rather than a prerequisite to the getting of a loan, and that the 
field personnel be given certain additional authority with respect to 
them; that they be given authority to issue those certificates in order 
to eliminate a lot of the delay the small companies were encountering 
in trying to get their V-loans. 

We also recommended that the Air Force interest itself in trying to 
work out efficient procedures in administering the loan authority of the 
Small Defense Plants Administration. At that time no action had 
been taken by SDPA under that authority, and we urged very strong] 
that arrangements be made so that the loans granted pursuant to that 
authority of the SDPA be done locally and not done here in Washing- 
ton, and I am very happy to say that has been brought about only last 
week when the Chairman of the RFC announced it delegated authority 
to the RFC field offices to make these loans locally. 

We feel that, if a small business in Los Angeles needs a loan, the 
people that know everything about whether that ‘lo: an should be granted 
or not are right there in Los Angeles. The prime contractor, the dis- 
trict personnel of the Air Force, they know everything; they know if 
the facilities of this man are needed and they know the quality of his 
management and his financial history, and so forth, that is all right 
there and the whole thing can be done locally. 

If it has to go, as was the fact when we were surveying—it is ini- 
tiated in Los Angeles; then it goes to Wright Field and then to the Ait 
Force and then to the RFC, and by the time you get the loan tl 
small-business man is practically out of business. But Iam very glad 
to see that corrected. 

Senator SPARKMAN. May I interject right there? 

Mr. McDanie.. Yes. 

Senator SPARKMAN. What you say is true as far as the RFC is co: 
cerned, but I do not understand that it is true as far as the SDPA is 
concerned. I wonder whether you feel that the SDPA should localiz 
its authority by letting the regional offices pass upon it. 

Mr. McDanrrt. I feel very strongly that way, Senator, and it was 
my understanding that Mr. Taylor intended to do that as soon as 
could get his field offices set up. I think it is taking him some time 
get the organization set up. Certainly it should be done. 

Senator Sparkman. You think it should. 

Mr. McDantex. Yes, sir. We think the whole thing should be 
handled right at the local level. We do not see that any interest of | 
Government needs to be protected by having the papers come li 

We then took up the tooling fac ilities question. Again, that 
very, very serious obstacle to participation by small business in t 
program. 
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One of the reasons for this, as the prime contractors have told us, is 
that the tooling problem in aircraft is 20 times more difficult than it 
was in World War II, and that is because the airplanes are heavier 
and faster and the alloys are harder and the manufacturing techniques 
ire different. 

As an illustration, before, in order to make a ring section by rivet- 
ing, you took 600 small pieces, and now you make it out of one tre- 
mendous piece of metal which is planed on a machine which costs 
$400,000, and those tooling costs make it almost prohibitive for a good 
many small concerns to participate in a lot of this work. 

We urged in our recommendations that more direct facilities con- 
tracts be given to small concerns doing subcontract work. Now, the 
Air Force has been doing that. They have been giving direct facili- 
ties contracts to smaller concerns to enable them to perform a sub- 
contract, and they should do it, but we feel they had no program 
which would try to emphasize the desirability of promoting the inter- 
est of small business in that facility field, and so we urge they do that. 

We urge that the Government again consider the establishment of 
. tooling program, set up a pool of facilities and put them in the 
hands of the little-business man, and then, when he is finished with 
the contracts and does not need them any more, move them to another 
plant. 

That has a lot of difficulties, but the fact, I believe, is that Mr. 
Wilson started that before he resigned and Mr. Fowler recently made 
. statement concerning establishing a pool and hoping to have them 
as a permanent and continuing thing, and I hope some very good 
results can come from that. 

We ask that specific attention be given by the Air Force to certain 
kinds of facilities problems where money must be spent on facilities 
to enable a man to do a contract, but you do not get any additional 
wealth out of it. such as raising roofs to accommodate tall assemblies 
or installing more toilets to accommodate additional personnel, and 
that problem is always difficult, as it was in World War IT. 

We found two cases of small-business men very well qualified to 
take on important subcontracts, and the prime contractor was anxious 
to give them to them, but the whole process was stopped because no 
method could be found for financing these arrangements in the plant, 
ind we asked them to give special attention to that. 

Then, our final recommendation is one, I suppose, which is difficult 
to carry out, but we urge that the Air Force try to do longer-term 
planning, because one prime contractor after another told us that the 
one thing that would help small business more than any other thing 

the aircraft program would be to give the prime contractor more 

me, more lead time, before he must meet his delivery schedule and 
his contracting promptly. give him time to develop new sources 
| put new people in business that had not been in business before. 

The trouble is that by the time all of the red tape is finis! 

Washington for a contract and in Wright Field, and : f the 


‘lays have been gone through and the contractor is actually able 
to go ahead, the delivery time is so close on him that frequently he 
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iS to go right back to the sources he has been doing 
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he cannot meet his delivery sched .. 
If more time could be given, I think you would get a lot more 
sults from these prime contractors in bringing new suppliers into 
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Naturally, if they are going to have to do a rush job, they are 
going to go to a large concern which has had a lot of experien 
in making that item; whereas, if they had more time, they woul 
put a smaller man in the business. 

Those are all of our recommendations, Senator. We did feel th 

ie Air Force is to be commended for the attitude that they d 
played toward our committee. They withheld nothing from u 
They let us talk to anybody. They invited us to talk privately wi 
the buyers and with the small-business specialists out of earshot 
their superiors, so that we could get the real feelings of these people 
struggling with the program. 

We felt very sincerely, as the result of our rather extensive invest 
gation, that the Air Force was making a wholehearted and very si 
cere effort to do a first-class job of spreading the Air Force dollar 
to small concerns. 

I think they are sold on the program. I think they know th 
the interest of the country requires it and that to do a good militar 
Job you have got to protect the health of the industrial economy of 
the country and they are certainly trying to do it, and we mereh 
hope that the recommendations we made could add something ar 
maybe give a little more effectiveness to a job which they have al 
ready started, and which they had well under way. 

Senator SparKMAN. This committee was set up by the Air Fore 
itself; is that correct ? 

Mr. McDaniet. That is right. It was a temporary ad hoe survey 
committee to make survevs and make recommendations. 

Senator Sparkman. And it seems to me that you certainly did 


very fine job, judging from all of the recommendations you 


mentioned here. 

I notice from time to time you stated action had been taken by thi 
Air Force. As to the recommet idations as a whole, do you feel t 
the Air Force adopte d oe re gh eveners ally ¢ i 

Mr. McDanret. Yes, : I think that they made an effort to ] 
into effect every recomme aa ition. Out of the 34 recommendatio! 
just as a guess, I would say that 50 percent of them are in effect now 
I would say that about 50 percent were matters which applied 1 
only to the Air Force but to SDPA and to other military Raver. 
ments 

Several they referred to the SDPA because it was action whi 
should be on a Government-wide basis. I think that the SDPA 

been slow in terms of achieving results on those—I do not know: 
may be very busy on them. I have had no ae 

There are other recommendations on which they are asking cla! 
fication and making study, and there are other recommendations as 
to which announcements or actions are expected shortly. 

So, I think they have done a very good job in trying to implement 
our recommendations. 

or SPARKMAN. Of course, the SDPA has been in existence Ol 
6 mol ths. 

Mr. McDanier. That is correct, and there are big problems thia 
they face. 


Senator SPARKMAN. Mr. Noone. 
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Mr. Noonr. Mr. Chairman, I ewe like to note for the record at 
this point that representatives of the Air Force appeared before this 
committee on Tuesday to discuss its small-business program. 

We asked them specifically what had been done to implement the 
recommendations of this survey committee, and they replied substan- 
tially as Mr. McDaniel indicated here tod: Ly. 

In addition they agreed to furnish to the c ommittee a detailed report 
as to each of the 34 recommendations. 

Air Force report submitted to the committee on June 2 1952. by 


Under Secretary of the Air Force, R. L. Gilpatric, follows :) 


RECON 


Che follow ng is a list of 
Busiffess Survey Committee 
n take by the Air 
committee s report 
tistics of the progress of 
Iness potential, 
ione on 


to 


This proposa 


for 
»-two or more con 


subcont 


il consideration in rescheduling or t 
] ther factors as quality, availabi 
» items being procured, and price 
Air Force procurement districts and pri 
formed of Air Force small-business polic} 
ll-business liaison officials of Air Force prim 
The elimination of ‘‘sole source” procureme nts is ¢ 
ct which increases the opportunities of small business. T! 
produced items is being steadily reduce dt through the establ 
sources. In fiscal year 1952, for example, the Air Force ha 
ternate sources for 25 items which were previously “sole 
as certain instruments, automatic pilots, wheels, brakes, ti 
t+, Any directive issued to clarify Air Force policy on price 
go into specific details and define in careful terms the exact cir 
which price differentials, if any, shall be permitted 
On January 17, 1952, the Air Matériel Command issued a direc 
detailed instructions to the buyers on the use of price differentia 
purpose of maintaining the industrial base as distinct 
ndustrial base. 





S SMALL BUSINESS AND MILITARY PROCUREMENT 
eu 


5. Instead of the present practice of automatically removing from the bidd 
lists any concerns which fail to respond to an invitation for bid of requ 
for proposal, the Air Matériel Command should notify the concerns by postca: 
of the intention to remove them from the bidders lists unless they specifically 
quest to be retained. 

The Air Matériel Command has adopted a system of specifically advising 
bidders that they will be removed from the bidders lists for failure to respo1 
to an invitation for bid or request for proposal unless they request to be retain 
on the list. 

6. The list of Government-furnished products should not be expanded to im 
ment the small-business program, but on the contrary the tendency should by 
the direction of reducing the list of Government-furnished products. 

There has already been a reduction in the list of Government-furnished 
products through the application of “systems” procurement to the purchase « 
certain types of electronic items. In “systems” procurement, instead of the A 
Force directly purchasing the separate components of a given end item, a contr 
is placed with a single supplier for the entire system (composite end item) wit! 
instructions concerning his subcontracting for those components which former! 
were separately and directly procured by the Air Force. Experience in pr 
curing electronic items has led to the conclusion that the complexity of ele 
tronic systems is such that the timely delivery of electronic equipment can bes 
be insured, in many cases, by resort to systems type procurement. While th 
method of procurement results in the reduction of direct contractural source 
it should have little effect upon small business, as most firms which were elim 
nated as prime sources become subcontractors under “systems” procurement. 

7. A monthly news letter should be issued to small-business representati 
and specialists in the field. 

A specific plan for carrying out this proposal is currently under preparat 
in Headquarters, USAF. 

8. National conferences of small-business specialists should be held at least 
semiannually. 

The second Small Business Specialists’ Conference was held at Headquarters 
Air Matériel Command, on March 24 and 25, 1952, and the next one is proposed 
to be held in Washington in the month of October 1952. 

9. A review should be made to determine whether or not the civil service 
classification for small-business specialists and their placement in the table of 
organization are such as to permit the most effective discharge of their functi 

Although several steps have been taken toward carrying out this recommend: 
tion, definite action has not yet resulted. Active consideration of the matter 
is continuing. 

10. The small-business specialists in the field should be permitted to report 
jointly to the procurement district commanding officer and the Chief of tl 
Small Business Office at the Air Matériel Command, and on policy matt: 
such as reports of a failure or refusal by a contractor to comply with Air Forcs 
small-business policy, the small-business specialists in the field should also be 
permitted to send copies of their reports to the Office of Small Business in the 
Office of the Secretary of the Air Force. 

Direct communication is authorized between small-business specialists in | 
field organization and the Office of Small Business in Headquarters, Air Mat: 
rial Command, except on matters of policy. This last point is still under 
consideration. 

11. The practice of holding prime contractors’ exhibits should be continu 
to the extent that future needs require further recruitment of small-busines 
units. y 

By Department of Defense directive the authorization of such exhibits can | 
considered only when recommended by the Armed Forces regional coun 
which are presumed to be thoroughly conversant with the situation in t! 
specific areas. No such recommendations are pending at this time. The | 
such exhibit was held in Minneapolis in January 1952. 

12. The costs incurred by contractors in connection with prime contract 
exhibits and conferences should be fully reimbursable. 

Costs of this nature are usually carried in a contractor’s indirect expe! 
account and allocated to Government contracts on an appropriate basis. ‘TT! 
are recognized as being consistent with the contractor’s obligation to accom] 
the maximum amount of subcontracting to small-business concerns. No di! 
culty has been encountered in authorizing the payment of proper costs of t! 
nature, either in cost-type or fixed-price contracts. 
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13. The Air Force should strenuously oppose any move in Congress to enact 
legislation requiring that an arbitrary percentage of the military prime contract 
dollar be placed with small business. 

The Air Force concurs in this recommendation. 

14. Prime contractors should be required to make periodic surveys and main- 
tain records of the number of employees of their subcontractors and suppliers. 

Initial efforts to carry out this recommendation through letters to prime ¢on- 
tractors were objected to by the Bureau of the Budget on Federal Reports Act 
grounds and had to be abandoned. Consideration is now being given to ae- 
complishing this objective through contractual language. Pending further de- 
velopments, voluntary tests are being made by several of the prime contractors 
who were visited by the survey committee. These tests include a sampling 
of the second and third tiers of subcontractors and suppliers. It is expected 
that the results of these tests will be compiled by the end of this fiscal year 

15. Prime contractors should be requested to prepare a list of items which 
they purchase which are suitable for procurement from small business and 
should make use of it along lines reasonably similar to the screening operation 
at the Air Matériel Command. 

This subject is on the agenda of the forthcoming district conferences of the 
small-business liaison officials of Air Force prime contractors and major sub- 
contractors tentatively planned for the month of June. 

16. Prime contractors should be requested to instruct their buyers to note 
a brief justification where an award on a suitable item is not made to small 
business. 

This subject is also on the agenda for the forthcoming small-business liaison 
officials district conferences. 

17. The liaison officials of Air Force prime contractors, appointed pursuant to 
Air Matériel Command request, should ask their major subcontractors to appoint 
similar liaison officials and conferences of liaison officials should be held, possibly 
on a district basis. 

As herein above indicated, district conferences of the small-business liaison 
officials of Air Force prime contractors and large subcontractors are tentatively 
planned for the month of June. The subject of the appointment of small-business 
liaison officials by subcontractors is on the agenda of the forthcoming conferences 

18. The Air Force should follow the practice of repeatedly asking the prime 
contractors’ liaison officials for their comments on specific proposals. 

This recommendation is being carried out through regional small-business 
offices by means of individual contract, supplemented by letters where appro- 
priate. The proposed monthly news letter should furnish a further means of 
carrying out this recommendation. 

19. There should be a closer follow-up by Air Matériel Command of communi- 
cations sent to prime contractors for the purpose of assuring early compliance 
with requests concerning the small-business program. 

Action has been taken to carry out this recommendation through the facilities 
of the regional small-business offices. 

20. Renewed consideration should be given to decentralization of Air Matériel 
Command operations. 

Such consideration has been under way for several months at Headquarters, 
Air Matériel Command. Plans have been formulated and decentralization is 
already underway. 

21. After 1 year of operation, the time required by the small-business screening 
process at the Air Matériel Command should be reviewed and every effort made 
to reduce or eliminate the time which this process has added to the procurement 
cycle. 

The conclusion of that study is that the average time added to the procurement 
cycle did not exceed 634 hours per purchase request. Considering the fact that 
during the first three-quarters of this fiscal year the Air Matériel Command 
small-business office screened 11,742 purchase requests, and further in view of 
the very definite benefits derived from the small-business operation, it is felt 
that the time added by this operation is more than justified. The Air Force 
expects to make a similar review after a reasonable period of operation under 
the recently promulgated procedures governing the operation of Small Defense 
Plants Administration representatives at the Air Matériel Command. 

22. Serious and careful consideration should be given to making use of the 
project manager system at Air Matériel Command. 

The project officer system is widely used in aircraft procurement and is now 
heing extended to electronics procurement. It is the present policy of the Air 
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Matériel Command to set up this system on other major items of procurement 
as soon as practicable. 

23. The Air Force should institute a careful study of the impact of the excess- 
profits tax on the ability of smaller companies to participate in the aircraft 
program, and if the study reveals what the survey committee believes will be 
revealed the Air Force should recommend to the Congress that the Excess Profits 
Tax Act of 1950 be not reenacted upon its expiration date in 1953. 

It was believed that this recommendation could be best considered by the 
Small Defense Plants Administration, and it was therefore officially submitted to 
the Administrator of that agency on March 138, 1952. On March 24, 1952, the 
Administrator replied that consideration would be given to this recommendation 

24. The Air Force should immediately request repeal of section 480 (e) 3 of 
the Internal Revenue Code as amended by section 501 of the Revenue Act of 1951. 

The recommendations above was also officially submitted to the Administrator 
of the Small Defense Plants Administration by the aforementioned letter of 
March 13, 1952. 

25. The Air Force and the other military departments should institute a careful 
investigation of the effects of the material allocations system on the military 
program and implementation of the small-business policy, giving attention to 
the possibility of a band priority system and to the present requirements of 
warehouses under the controlled materials plan. 

It was felt that this recommendation could more properly be considered by 
the Small Defense Plants Administration and was referred to that agency by 
the aforementioned letter of March 13, 1952. 

26. The Air Force should request the renegotiation board to recognize as an 
affirmative factor in favor of a contractor the accomplishment of an effective 
job in spreading the procurement base. 

On the basis of an advance oral report by the survey committee, the Under 
Secretary of the Air Force, by memorandum dated January 29, 1952, requested the 
chairman of the renegotiation board to take action on this recommendation. 
The board approved the recommendation, and its regulations dated March 25 
1952, provide that favorable consideration should be given to the extent to which 
a contractor does subcontract. 

27. The Air Force should liberalize its practices on the reimbursement of 
partial payments made by prime contractors to subcontractors. 

The Air Force now reimburses a prime contractor 100 percent of partial pay- 
ments to subcontractors 

28. The Air Force should consider granting authority to its procurement 
district personnel in all matters regarding financing applications by contractors 
und subcontractors, including the authority to issue certificates of eligibility 

From the start of the contract financing program, the Air Porce has urged 
its contractors to confide in Air Force contracting officers regarding financing 

and problems and to advise these contracting officers of proposed actions 

‘-loans, ete., as expeditiously as possible. The authority to issue ce! 
ificates of eligibility for V-loans has from the start been delegated to the Di 
rector of Production and Procurement at Air Matériel Command, who depends 
upon the buying sections, air procurement districts and regions for the neces 
sary information and recommendations on which to base his decisions as to 
the issuance of certificates. In April 1951 the Air Force Deputy for Contract 
l‘inancing requested the Federal Reserve banks to send directly to the Procure 
ment Division, Air Matériel Command, a copy of each V-loan application by 
a prime contractor and directly to the Air Force procurement field office con- 
cerned a copy of each V-loan application by a subcontractor, so as to insure 
the expeditious receipt of the requisite procurement facilities reports at the 
same time that the financial aspects of the loan are being reviewed by tl 
Contract Financing Division at the Air Matériel Command. The air procure- 
ment district and regional offices now have not only the authority but the 
responsibility to “cooperate with the prime contractor in compiling a report on 
the need of a subcontractor for financing, his importance in the military pro- 
gram, and quality of management.” At the same time the Air Force is con- 
stantly endeavoring to reduce the time for processing certificates of eligibility. 

29. Corrective steps should be taken by the Air Force in those cases where 
banks take the position that the terms of a guaranty agreement prevent the 
prime contractor who has a V-loan from using V-loan funds to make partial 
payments to subcontractors 

The Air Force is not aware of the existence of a problem in the terms stated 
in the survey committee report, but stands ready to take corrective action in 
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the event that a specific situation involving the question raised by the report 
becomes known. 

A problem quite similar to that referred to in the committee’s report had, 
however, been raised by a trade association on behalf of the prime contractors, 
resulting from reported reluctance on the part of some prime contractors to 
make progress payments to subcontractors who had outstanding V-loans. This 
apparently arose from a feeling that the Government, as a V-loan guarantor, 
must, pursuant to the terms of the V-loan guaranty agreement, use its title 
to the work in process by the borrowing subcontractors for the benefit of the 
V-loan rather than for the protection of the prime contractor’s progress pay- 
ment. 

It is believed that any such misapprehension on the part of prime contractors 
have been dispelled through consideration of the coliplaint by the Contract 
Finance Committee of the Department of Defense, whose conclusion that the 
prime contractors’ fears are groundless has been communicated to the com 
plaining association. 

30. The Air Force should interest itself actively in the ee of quick 
and efficient procedures for administeribg the loan authority of the Small De- 
fense Plants Administration through the Ruccanteattinn Finance Corpora- 
tion. 

As in other forms of direct Government loans to defense industry, the military 
departments have no direct authority or responsibility in this area. The me- 
chanics of the procedure in question are within the province of SDPA and 
REC. The Air Force has, however, participated in informal conferences with 
SDPA on this subject and indieated its willingness to cooperate with SDPA 
in this matter as that agency may request. 

31. More direct facilities contracts should be given to small-business con- 
cerns doing subcontract work. 

Small-business concerns are receiving facilities contracts without any dis- 
tinction as to whether they are prime contractors or subcontractors. came deter- 
mining factors, i. e., the need for the facilities to carry out essential Air Force 
production and unavailability of comparable facilities in other souene plants, 
are the same in either case. As an aid to the expenditious processing of facilities 
requests of subcontractors, authority has been delegated to air procurement 
district offices to approve leases of machinery and production equipment under 
stated conditions. 

32. The Government should again consider the establishment of a tooling 
pool 

This recommendation was submitted to the Chairman of the Munitions Board, 
who subsequently advised that after careful consideration the Board concluded 
that this proposal is adequately covered by the recently established Production 
Equipment Central Inventory Group, which is a tooling pool to aid all business 
engaged in defense work. 

33. The practices of the Air Force should be reviewed regarding the re- 
imbursement on supply contracts of such facilities jobs as raising the roof, 


That portion of capital expenditures which can be amortized over the life 
of the asset and which can be allocated to supply contracts is recognized as 
a proper charge to such contracts. The survey committee report does not treat 
this question as being peculiarly applicable to small business, nor has its ad- 
ministration been so regarded by the Air Force. 

Senator SparKMANn. Mr. McDaniel, you feel that if the program 
that the survey committee recommended should be put into force that 
the Air Force will be doing just t about a complete Job as far as this 
small-business participation is concerned ¢ 

Mr. McDaniet. Yes. I think i ’ their own procurement, Senator, I 
hink in their own contracting, I do not see how anybody could ask 
for a better job. It is excellent. 

Indeed, we had some suspicion that maybe they were going too 
far and causing some delay in the program in order to make sure that 
small business was taken care of—of course, they are watching that. 

The big opportunity is in their working with their prime contrac 
tors and we hope our recon nmendations particularly in that field 
vill bring about some real help to the program. 
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I would want to mention one further action the committee has taken, 
Senator, if I may. We filed our report at the end of January but we 
became so disturbed at the end of March that we wrote another letter 
to the Under Secretary because of the developments that occurred 
after our report went in. 

I refer to the issuance by the Secretary of Labor of a proposed regu 
lation under the Walsh-Healey Act. 

On March 28, 1952, we took it upon ourselves to write Mr. Gil. 
patric a letter in which we called his attention to the proposed regu- 
lations published by the Secretary of Labor on March 8 and to express 
our opinion that if these regulations were adopted as they are now 
written, they will stop in its tracks any hope of extending subcon 
tracting to products which had heretofore not been subcontracted by 
the — contractor. 

Now, I do not know whether this has been brought to the attention 
of your committee or not but the proposed regulations announced b) 
the Secretary of Labor make a major change in past practice of the 
Department of Labor under the Walsh- Healey Act in that he proposes 
to make prime contractors responsible for compliance by their sub- 
contractors with the provisions of the Walsh-Healey Act. He would 
exempt from that only what he calls “auxiliary suppliers,” who fur- 
nish components and parts to the prime contractor under what he calls 
the “regular practice of industry.’ 

Now, of course, there will be a great difficulty in determining what 
the regular practice in an industry is, because, for instance in the 
industry that I know something about, the electronics industry, a given 
component to a military electronic system will be bought in its entiret, 
by one prime contractor ; it will be made inside the plant in entirety by 
another prime contractor; and a third one will buy some outside and 
make some inside. 

Now, that means as a practical matter that if a prime contractor ‘s 
contemplating subcontracting an article which he has been making 
in his plant, the likelihood is that he will there by become responsible 
for compliance by that subcontractor with the Walsh-Healey Act. 

That means he becomes subject to fines and jail sentences, not for 
his own action but for the action of another company over which he 
has no control. 

I do not know how in the world he can protect himself from that 
liability. He has to go out and send snoopers to subcontractors to see 
if some messenger or clerk is being paid less than the minimum wage 
per hour or if the working conditions are unsanitary or whether there 
is child labor—and he would have to examine the books and I do not 
think the subcontractor is going to let him examine the books. 

The members of our committee got to telephoning each other about 
the thing and we felt strongly that we ought to call it to the attention 
of the Under Secretary. We feel if these regulations go through as 
they are written they will greatly impair the one opportunity to smal! 
business to increase its partic ipation in the Air Force program. 

Now, a public hearing has been set by the Secretary of Labor for 
June 10 on those regulations. They were published in the Federal 
Register. A great many people made this objection and there were 
other objections and they asked for a hearing and the hearing was set 
and I understand witnesses are going to appear and ask that some 
revision be made in these regulations. 
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What action the Air Force will take I do not know, but we felt it 
our duty, though we had put in our report, we felt it our duty to call 
that to the attention of the Air Force. 

I have copies of the committee’s letter here and I will hand it to 
you. 

Senator SpARKMAN. We are very glad‘to have it. Give it to the re- 
porter and he will put it in the record. 

(The letter referred to follows:) 


MARCH 28, 1952. 
Hon. R. L. GILPaTrRIc, 
Under Secretary of the Air Force, 
Washington 25, D.C. 

My DEAR Mr. SECRETARY: YOu will recall that the report submitted by the Air 
Small Business Survey Committee on January 30, 1952, pointed out certain 
nstances where policies or requirements of departments or agencies of the 
Government outside of the Department of Defense operate to hinder and con- 
strain the successful implementation of the small-business policy of the Depart- 
ment of Defense. Another example of the proposed creation of such an obstacle 
has just come to our attention and we feei we should pass the information on to 
you because a very serious impairment of the small-business program is threat- 
ened. 

On March 8, 1952, the Secretary of Labor published in the Federal Register a 
new set of general regulations under the Walsh-Healey Public Contracts Act. 
These regulations will become effective July 1, 1952, unless revised before that 
date. 

A major change incorporated in the proposed regulations, as opposed to past 
practices of the Department of Labor, is an effort to require contractors by 
stipulation to take responsibility for compliance with the Walsh-Healey Public 
Contracts Act of all subcontractors who perform work contributing to the end 
product and to obtain from the Department of Labor a waiver with regard to 
those suppliers who furnish articles that are normally not made by the end- 
product manufacturer under the regular practice of the industry. 

We are advised that this attempt by the Department of Labor goes beyond the 
iuthority granted to the Department by the act and is unlawful. However, if 
these requirements are retained in the regulations and are not contested in court 
he two following results will clearly ensue: 

(a) Every military prime contractor will have a compelling incentive to 
subcontract as small an amount of work as possible because any work that is 
subcontracted places the prime contractor in the position of being responsible 
for legal compliance by persons over whom he has no control and as to whom he 
loes not even have powers of inspection of records. 

(bd) Every prime contractor will have a strong incentive not to subcontract 
ny article that has previously been made by him in his own plant because of 
the difficulty of proving to the Department of Labor that it is the “regular 
practice for such articles to be made by others than the end-product manufac- 
turer. 

We have been informed of a possibility that the aircraft industry would be 
exempted from these requirements in the event the regulations are promulgated 
is now written. But we are also informed that there may be substantial ques- 
tion as to the issuance of such an exemption. In any event, no information 
has come to our attention indicating the possibility of exemption for any other 
ndustry, and there are affirmative indications that no exemption is contem- 
plated for engine manufacturers and electronics manufacturers. 

For your further information, we enclose a copy of the proposed regulations 
ind also a copy of an analysis of these regulations by Gerard D. Reilly.’ 

On page 5 of the analysis you will notice Mr. Reilly’s view that “The economic 
effect on small manufacturers, who rely primarily on subcontracts for parts, 
vould be catastrophic.” We subscribe fully to this opinion, and believe that 
the proposed regulations constitute one of the most serious threats to the welfare 
if small business under the military program that could be imagined 


1 Copy of proposed regulations retained in commitéee files 
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Mr. McDaniel, as president of the Radio-Television Manufacturers Association, 
has requested the Secretary of Labor to grant an extension of at least 15 days, 
or to April 22, for the filing of comments on the proposed regulations, and has 
also requested that a public hearing be held 10 days thereafer. 

Sincerely yours, 
Air Force SMALL BUSINESS SURVEY COMMITTEE. 
A.’D. PLAMONDON, Jr., Chairman, 
GLEN McDANIEL, Secretary. 


(Analysis of Proposed General Regulations, under Walsh-Heale) 
Act, above referred to, follows :) 


ANALYSIS OF PROPOSED GENERAL REGULATIONS UNDER WALSH-HEALEY Act, 
17 F. R. 2069 


Prepared for meeting of various associations under the sponsorship of th: 
Kudio-Television Manufacturers Association atsR TMA Headquarters March 20, 
1952 


On March 8, 1952, there was published in the Federal Register a proposed set 
of general regulations under the Walsh-Healey Public Contracts Act. These pr 
posed regulations will become effective on July 1, 1952, unless revised before 
then as a result, conceivably, of objections or proposals for amendment received 
b) the Se cretary on ol before April é, 1952. 

Generally speaking, the new regulations constitute an amendment in the nature 
of a substitute not only to the existing regulations but also to some of the rulings 
and interpretations Which have issued from time to time from the Department 


of Labor since the act became effective on September 28, 1936. Until now, the 
regulations which were issued by Secretary Verkins when the act first became 


effective, have never been revised, although there have been occasional amend 
ments. Those regulations, however, contained only a small part of the adminis 
trative practice which has developed under the act, as various departmental 
oflicials, particularly former Administrator Walling, issued interpretative bulle 
tins which had substantive content. Consequently, in order to appraise the legal] 
effect of the new regulations, it is necessary to compare the text not only witl 
the earlier regulations but with the supplementary rulings of the Department 

This memorandum therefore is an attempt to analyZe the new regulations wit) 
a view to determining precisely what changes in procedure or construction are 
contemplated if they go into effect as published. 


MAJOR CHANGE 


Apparently the main purpose of the new regulations is to require the principal 
contractor to stipulate in his bid that he will be responsible for seeing to it that 
all persons who work on the contract (with certain stated exceptions which wil 
be hereafter discussed) will work under conditions which conform to the wage 
hour and child-labor standards of the act whether employed by him or not. ‘Th 
requirement that such an undertaking be inserted in the contract is distinct 
novel and goes much further than the language of the statute itself. 

It will be recalled that when the Walsh-Healey bill originally passed the Se1 
ate the text of the proposed legislation required that stipulations to confor 
to the labor provisions were required not only of the prime contractor but als« 
of subcontractors and suppliers. The House amended this bill so as to restri 
its scope so far as the wage-hour and child-labor provisions were concerned t 
eluployees of the principal contractor. Only the subsection requiring that the 
coutract work be performed under working conditions which are neither w 
Sanitary nor dangerous was not thus limited. Since there are no monetar: 
penalties prescribed for failing to comply with this subsection, however, t] 
breadth of its language created few, if any, enforcement problems. After thi 
House amendment restricting the major provisions of the bill to prime contra: 
tors Was adopted the Senate concurred in the House version. 

As a result, when the problem of issuing the regulations to carry out 
new act first confronted the Department, the administrators feared that t) 
whole purpose of the act might be frustrated by bidders who would obta 
Government contracts and then have the entire work performed by some other 
employer who, of course, would not be under any duty to comply with the lal 
provisions of the act In order to prevent the intent of Congress from bein: 
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circumvented in this respect the original regulations sought in three ways to 
prevent any such evasion of the act: 

(1) The term “regular dealer” was defined as covering only persons who had 
in stock the kind of materials described in the Government’s invitation for bids 
Thus dealers who were merely brokers were \y irtually excluded from the Govern- 
ment contract field unless they acted as manufacturer's agents: 

(2) Where the bid was submitted in the name of a third person but the 
materials were actually furnished by a manufacturer who shipped directly to 
the Government, that manufacturer was deemed to be the principal contractor 
not because of having entered into any contract stipulation but by reason of 
the common law doctrine of principal and agent Whether or not the regula- 
tion stating this principle was valid has apparently not been tested in court 
Its validity would seem to depend upon whether the bidder was in fact an 


agent. Since under other Government regulations a bidder must disclose the 
source of supply, it may be presumed that in most instances an agency relation- 
ship between the bidder and the manufacturer did in fact exist prior to perform 
ance of the contract. Nevertheless, such a fact wou doubtedly have been a 
matter of proof, rather than of conclusive presumption had tl (ilovernment 
sought to penalize a noncomplying “principal 

(3) The term “manufacturer,” the only other class of bidder other than 
regular dealers,” was defined as a person who operated actor Which pro 
duced “on the premises, the materials required under the cont t hus, 
nanufacturer to be eligible to bid could not have some other firm do the Govern- 


ment contract manufacturing for him without misrepresenting his own status 
under the definition 

Actually, none of these regulations was designed t npose coverage upon 
secondary contractors as the term is used in the new regulations lt was taken 
for granted that any manufacturer who in the performance of his Government 
contract did the same thing with respect to the purchase of materials or com- 
ponent parts that he would have done if he were filling an order for a private 
customer, had no concern with the labor conditions which existed in the plants 
of his suppliers. In view of the fact that questions were soon raised about thi 
however, the Administrator of the Division issued a ruling shortly after the act 
was passed which is known as the normal industry practice rulir Under this 
ruling, if a manufacturer, contrary to usual practice, sublet a portion of his 
Government contract to another manufacturer, the second manufacturer was 
leemed a “substitute manufacturer” and in the view of the Department was 

jintly responsible with the principal contractor for complying with the labor 
provisions of the act. 

During the war, however, when the demand for orders upon some industries, 
notably aircraft, brought more manufacturers of parts into the picture, this 
regulation was relaxed. In reality, it Was more of a threat than anything else, 
because it was not until very recently that the Department ever attempted to hold 
the “substitute manufacturer” responsible in enforcement proceedings. Conse 
quently, the authority of the Department to police labor conditions in plants of 
substitute manufacturers” is questionable, as a matter of law 


OBJECT OF SECTIONS 201.2 AND 


Under the old regulations there was a requirement that the procurement age! 
ies of the Government insert certain stipulations relating to the Walsh-Heale 
Act in the contract specification unless the contract was for a definite amount 


paraphrase the act. The technique of the new regulations is to require the 

‘incipal contractor to make undertakings not contemplated by the act with re 
pect to labor conditions in the plants of secondary contractors 

Under section 201.2, the stipulations include an agreement by the bidder, 
vhether a dealer or a manufacturer, to (1) notify all secondary contractors that 
the materials and articles ordered by him are for a Government nti subject 
o the Walsh-Healey Act and (23 to obtain compliance by the secondary contra 
tor with all the stipulations respecting labor standards to which he himself has 
agreed. 

What the Department obviously hopes to achieve by this device is, by contract, 
rather than by force of statutory law, to compel bidders to agree to certain 
abor standards for persons not employed by them above and beyond the require- 
ments of the act itself. Thus if a bidder signed the new stipulations, he would 
© estopped from thereafter contending that the liability he had undertaken was 


( not in excess of $10,000. The old regulations, however, did ttle more than 
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During the period of the 1930’s the Comptroller General consistently took the 
position that contracting agencies, despite anything the executive branch might 
say, had no authority to insert any stipulations respecting labor standards into a 
contract unless they were authorized to do so by statute. Thus, the Comptroller 
General disapproved of (1) a requirement that contractors agree to the Nationa! 
Labor Relations Act; and (2) a requirement that contractors agree to the maxi 
mum hour and the minimum wage provisions of the Fair Labor Standards Act 
It would therefore appear that the new stipulations contemplated under section 
201.2 need not be inserted by the procurement agencies, if they are guided by the 
precedents set by the General Accounting Office in the past when similar problems 
arose. In fact, if the Comptroller General is consistent, he might well rule, if 
the question were submitted to him by the military establishments or the Gen 
eral Services Administration (now the principal procurement agency for the 
civilian departments), that the Department of Labor has no authority to mak 
eontracting officers insert stipulations which would force bidders to agree to 
something not required by the terms of the Walsh-Healey Act itself. 

The scheme of making the bidders by contract guarantee compliance with the 
act on the part of secondary contractors, however, is not the only novel and 
drastic change envisaged by the draftsmen of the new regulations. Section 201.5 
requires the contractor not only to be jointly responsible for obedience to the 
labor provisions of the act by substitute manufacturers but even by suppliers or 
subcontractors unless such persons now are deemed by the Department to fal! 
into the category of what the regulations characterize as “auxiliary suppliers.” 
Moreover, unless so Classified, the secondary contractor is also liable for failure 
to observe the labor standards according to subsection (b). 

An “auxiliary supplier” is defined in subsection (c) of section 201.5 as a 
supplier or vendor of materials or parts which under the prevailing practice 
of the industry, the manufacturer does not generally produce himself. Up until! 
recently, however, the Department has never questioned the “industry practice’ 
unless it is clear that the manufacturer is departing from his normal practice 
when he has a Government order, as distinguished from his practice under a 
private order, in an attempt to evade the act. Subsection (d) of section 201.5 
makes it necessary for manufacturers when they are prime contractors to obtain 
a ruling from the Public Contracts Division whenever they purchase supplies 
from what they consider to be “auxiliary suppliers.” 

In making such rulings, the Administrator is supposed to base any determina 
tion upon a study of the industry as to what the prevailing practice is. It is not 
until 15 days after a bidder has submitted an inquiry to the Administrator and 
has failed to get an answer that the bidder may safely proceed to act upon what 
he considers to be the regular practice of his industry. Even then, he is supposed 
to wait for a waiver by the Department, in the form of a letter from the Admii 
istrator (subsection (d) (2)). 

It will readily be perceived that the combination of these two regulations 
would place an almost intolerable burden upon both dealers and manufacturers 
who accept Government contracts. As has been pointed out, under the old 
regulations dealers are not responsible for the labor conditions which exist in the 
manufacturing establishments unless the dealers are in fact agents of the manu 
facturer. Similarly, manufacturers have not had to undertake any responsibilit) 
for labor conditions in the plants of their suppliers unless it waS obvious tha! 
they had placed a contract which they would otherwise perform themselves 
with a supplying company, to escape their own obligations with respect to labor 
standards. 

It has been suggested that the Department of Labor should be asked to revise 
the regulations so as to relieve principal contractors of liability if they obtain 
affidavits of compliance from secondary contractors. Even this requirement 
would seem to go beyond anything the act itself intends, but at least a contractor 
would not be responsible for labor conditions in companies over which he has no 
control and with respect to which he lacks even authority to inspect payrolls and 
records. 

The result would be that any contractor, who placed orders for supplies or 
equipment with another concern in order to fulfill his own Government contract, 
would risk incurring heavy penalties if these other firms should willfully or even 
inadvertently fail to apply the labor standards of the act to their own employees 
Consequently, in order to avoid liability without fault, many large contractors 
would attempt to manufacture all the component parts in their own plants. The 
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economic effect on small manufacturers, who rely primarily on subcontracts for 
parts, would be catastrophic. 

Moreover, even if the Administrator should interpret the new 50 percent test 
(see subsec. (d) (1) of sec. 201.5) of “regular practice” liberally, the rule 
requiring the contractor to obtain a ruling from him on each item, would cause 
the whole procurement program of the Government to become hopelessly bogged 
down. Some aircraft manufacturers, for example, have as many as 5,000 sub- 
contractors and suppliers. How could the Administrator possibly answer re- 
quests for rulings with respect to the problem presented by each of these sub- 
ontractors to one contractor within 2 weeks—let alone conducting any survey 
which would enable him to make a determination. 


SECTION 201.6. INTEGRATED ENTERPRISES 


Another section of the regulations which should be a cause of concern to 
ndustry is a regulation which makes a contractor, if he is operating an integrated 
enterprise, apply the labor standards of the act not only to employees engaged in 
the manufacture or assembly of the ultimate product, but those employees who 
vork in plants or departments which process some of the component parts. 
(hus a shoemaker, if he operates a tannery or even a textile plant in which 
shoelaces are made, would have to apply the stipulations of the act to the tan- 
nery and textile employees if any of the soles or shoelaces which are delivered 
is part of a completed shoe originated in one of these departments. Disadvan- 
tageous as the requirement is to the integrated enterprise, this regulation, unlike 
the two previously considered, would not appear to be ultra vires. It is, how- 
ever, subject to criticism on the ground of fairness. 

In the early days of the act, in order to avoid disparity of treatment among 
‘competing manufacturers, the Administrator of the Division ruled that where 
in integrated establishment obtained a Government contract, only the employees 
ngaged in the manufacture of the ultimate product were covered. Subsequently, 
this ruling was taken out of the printed set of rulings, but bidders had always 
heen informally advised by the Department that while the hour provisions applied 
to all the employees in integrated establishments, the Department for the purpose 
f computing compliance with the wage standards, was interested only in the 
employees who worked on the ultimate product. Moreover, various wage deter 
minations (unfortuantely not all) defined the operation to which the Secretary’s 
vage determination is to apply. 

It is not altogether clear that this regulation intends to change existing 
practice, for in integrated enterprises it is not unusual to find some departments 
overed by a wage determination in one industry and other departments covered 
iv entirely different wage determinations. If this regulation means that the 
minimum wage for the whole establishment is fixed by the minimum in force 
for the ultimate product, almost insurmountable problems of bookkeeping and 
wage payment would be created. Certainly an amendment clarifying this section 
s needed. 

A summary of some of the less important aspects of the regulations follows: 


SECTION 201.1. DEFINITIONS 


(a) The definition of the term “person” has been taken verbatim from the 
existing regulations. 

(b) The term “basic hourly rate” has been redefined so as to have the same 
meaning as the term “regular rate of pay” in the Fair Labor Standards Act for 
the purpose of computing time and a half. Apparently no substantive change is 
ontemplated by this new language, for the discrepancies in interpretation under 
the two acts so far as the computation of overtime was concerned were reconciled 
some years ago when the two divisions (Wage-Hour and Public Contracts) were 
onsolidated and their respective legal staffs transferred to the Office of the 
Solicitor. 

(c) The language defining the term “manufacturer” is slightly different from 
the term as presently defined in article 101 of the old regulations but apparently 
o change in meaning was intended. 

(d) The definition of “regular dealer” is also taken almost bodily from the 
ld regulations. The requirement of stock in hand as a test of eligibility to 

das a “regular dealer” is still retained Under the old regulations certain 


vories of dealers were exempted from the “stock in hand” requirements 7, 
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wholesale lumber dealers, coal dealers, machine tool dealers, and hay, grain, and 
feed dealers. These exempted categories are retained in the new regulations 
together with two other kinds of dealers, viz, dealers in rock cotton and in gre: 
cotfee 

(ce) and (f) The terms “day” and “workweek” were not defined in the old 
regulations. These terms, however, had been defined in the printed pamphlet 
Rulings and Interpretations, No. 8, issued October 1, 1945, pages 31 and 32. Most 
of the language in the text of the new regulations was lifted from the latter text 


s TION 201.2. INSERTION OF STIPULATIONS 


Reference has already been made to the extra undertakings required of cor 
tractors under the stipulations necessitated by this section to be.inserted in the 
contract. There are also some additional stipulations of a less important char 
acter which are to be inserted for the first time. These include an agreemen 
not to have any part of the contract performed by home workers. Apparently 
the legal basis, if any, for this stipulation is the power of the Secretary unde 
the regulations to implement subsection 1 (e) of the act, relating to work 
performed in unsafe or unsanitary places. Irrespective of its legality, however 
this stipulation should not be too burdensome as similar regulations have issue 
under the authority of the Fair Labor Standards Act. 

A new subsection makes a contractor on the Secretary’s blacklist by reasor 
of some prior violation ineligible to receive any orders for materials from th: 
principal contractor. 

The additional stipulations with respect to records and posting were included 
in the old regulations. This is also true of the stipulation with respect 
damages and sanctions and the lenguage of this stipulation was taken fro! 
section 2 of the act itself. 


SECTION 201.3. DETERMINATION OF QUALIFICATIONS 


This regulation seems merely to codify present practice of the Departmen: 
It provides that a bidder must meet the qualifications of a “manufacturer” o1 
“regular dealer’ as the terms are defined in the regulations. This paragrap) 
asserts a right on the part of the Administrator to review disputed findings 
eligibility on a bid made in the first instance by the contracting officer. Th 
practice has been in effect for some years, however, although a number of pri 
curement agencies have been rather loath to concede that the Departm«: 
possesses such authority. 

Section 201.4 enumerates the administrative exemptions. These were forme 
contained in article 601 of the old regulations but there have been some chang 
made, e. ¢., contracts for the production of training films have been added to th 
exempted categories, but contracts with State or Territorial governments 
their instrumentalities, and contracts covering purchasers against the act of 
defaulting contractor are not mentioned. 

Section 201.5 is the section dealing with responsibility for breaches of cor 
tract. This is the section which imposes liability both upon contractors and s¢ 
ondary contractors and has been discussed at some detail earlier in tl 
memorandum, 

Section 201.6 deals with integratec enterprises (supra). 

Section 201.7 defines employees affected by the stipulations as excluding off 
and custodial personnel as well as persons defined by the Administrator of t! 
Fair Labor Standards Act as “executive,” “administrative,” or “professiona 
This regulation merely inccrporates existing rulings. 

Sections 201.8 and 201.9 deal with overtime and child labor, respectively, ar 
merely codify existing rulings. 

lhe closing sections of the regulations (201.10, 201.11, 201.12, 201.18, ar 
201.14) dealing with such topics as record keeping, handicapped workers, r 
porting, and the relationship of the regulations to other matters dealing wit 
abor standards, do not differ substantially from the existing regulations 
these subjects, except that the records must now be preserved for 3 years afte 
‘completion of the contract” rather than 4 years after entry. 

GERARD D, REILLY 
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Senator SpARKMAN. Our last witness is Mr. Trainer. Will you 
come forward, please, sir, and raise your right hand / 

Do you solemnly swear that the statement you are about to give 
before this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God ¢ 

Mr. Tratner. I do. 


TESTIMONY OF JAMES E. TRAINER, VICE PRESIDENT IN CHARGE 
OF PRODUCTION, FIRESTONE TIRE & RUBBER CO., AKRON, OHIO 


Senator SPARKMAN. Give your name and official connection for the 
record, if you will, please, sir, and then just proceed in your own Way. 

Mr. Trainer. I have a short statement I would | 

Senator SPARKMAN. Proceed. 

Mr. Trainer. My name is James E. Trainer, and my position with 
I irestone ‘Tire & Rubber Co. is that of a director of the company 
and vice president in charge of all production. Th cludes the 
production of all Firestone products in our p 


and abroad, and the production of all detens f 
have current contracts with chief branches of the m ta 
neluding the Air Force, Army Ordnance, Navy O 
Bureau of Aeronautics, and various prime ntractors producing 
urcraft. tanks, automotive vehicles, et cetera 

It has not been poss ble Within the Z or » da ‘ IT of 


vour letter of April 50 at our Akron headqua te 


ill of the information and data that you have 1 
to our subeontracting program. We have, however, taken two grouy 
f prime contracts—one representing a total of 355 
racks, and the other represents a total of a1] 
l \ int i ( i 
ul } re r pl oral | t mart | ae 
e Sho Where ese people ir’e x ted ) 
is mda W il nponel trie i lila oO 
t ( Ll CT 
(Charts and data referred to follow this test 
| wi | continue through the stateme 
harts later, if I may. 
Senator SPARKMAN. All right. 
Mr. Trainer. We have not. within the t 
ible to take this into the second echelo1 I Ppile il 
formation indicates that the numbe1 
ontracting for our ow! first tier subcontract rt [ts ] I ith 
uuble the number of firms shown on t 
\] & Z nt 5 itf( Mia ’ t 
n I mil tet \ Sub | C 
d ré ed prime defense c¢ sd 
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our subeontracting program can be applied to all of these contract 
in much the same manner as we have shown here broken down i: 
respect to two specific prime contracts. You will notice in respe 
to the tank tracks prime contracts we have subcontracted 66 percent 
of the total and 41 percent of the total has gone to small busine: 

Small business, we consider, is anybody employing 500 or 400 peopl: 

wr less. 

Or to put it another way, nearly 70 percent of what we have sul 
contracted has gone direct to small-business concerns. We are certait 
that an analysis of second- and third-echelon subcontractors woul 
show that between 80 percent and 90 percent of all of this subcontract 
business has found its way into the hands of small-business concer 

In respect to the gas mask prime contract, you will notice that vy 

have subcontracted a total of 52 percent, and in this case more th 
25 percent of the prime contract has gone direct into the hands o 
small business, and we are reasonably certain that a great majorit 
of the other subcontracted items have gone into second and third tie: 
small-business concerns. 

In respect to the subcontracts on tank tracks, you will see ther 
has been reasonably wide geographical distribution of this busines: 
with 9 contracts going into Michigan, 8 in Ohio, 4 into Pennsylvania. 
3 into Illinois, and 2 each into Indiana and Connecticut. On the gas 
mask program, this shows first subcontracts divided into 11 State 
with 27 contracts in Massachusetts, 9 in Connecticut, 6 in Rhode Island 
4 in New York, 2 each in New Hampshire, Ohio, and New Jersey, and 
1 each in Kentucky, Michigan, Pennsylvania, and Wisconsin. I think 
that will show you that in this subcontracting program of ours we go 
well afield and endeavor to locate the firm who can do the best job at 

the best figure and can help us to deliver the material on our prin 
contracts to schedules. 

You have indicated in your letter that that you have complaints fro1 
numerous small manufacturing concerns relating to difficulties in thei: 
efforts to participate in military procurement. “We do not experienc: 
difficulty in obtaining subcontractors. We take each prime contract 
and, in accordance with the size involved, we assign procurement an: 
subcontracting personnel who are experienced in the field of that par 
ticular contract, —o might be aircraft fuel cells, Ordnance guns 
flotation gear, or boats, guided missiles, gas masks, or many other 
items. We then search the field for the best subcontractors who might 
wish to bid on the material or components we need. Invariably w 

are able to locate several interested concerns for each component and 
consequently get the benefit of competitive bidding which, in th 
aggregate, adds up to economical purchasing by the military depart 
ments. 

Applying the pattern on the two particular contracts on the chart: 
to our over-all position, it can be said that we subcontract upward 
of 60 percent of the prime contracts that reach us, and that well over 
80 percent of this finds its way into the hands of small business. [1 
reaching all of these subcontractors we go through the Ordnance D) 
tricts or the aoe urters of Chemical Warfare, or Navy Bureau « 
whatever authority has jurisdiction over the partic ‘ular prime contra 
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We help small subcontractors arrange for tooling and give them engi- 
neering and technical assistance where it is needed. In a great many 
cases we assume substantial financial risks in helping them get started 
in providing their tooling and materials to start the flow of components 
to us. 

An important factor bearing on our over-all subcontracting picture 
is the fact that procedure of this kind enables us to make use of man 
power and facilities in their present locations. It enables small con 
cerns within the radius of our operations to continue in productior 
at times when their civilian output may be reduced. It lets people 
work within the radius of their own homes and under their own bosses, 
and prevents the movement of manpower, families, and the transpor 
tation problems involved in concentrating production in |] irge indu 
trial centers. This helps to alleviate all of the concurrent problems 
associated with the migration of labor and the movement of families 
into new areas. 

We feel that our contribution to the picture is one of supplying 
management know-how, technical help, financial stability and the use 
of a highly trained defense products production organization which 
has now acquired very considerable skill in the placing and execution 
of defense product requirements of all kinds. 
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Mr. Trarner. I might add that almost without exception we find 
that subcontractors would rather do business with us than they would 
go taking contracts direct from the Government, because they find 
they can handle their contracts easier. 

Now, these charts that I have here, copies of which are in the state- 
ment, I have given to clearly indicate the way we break down these 
types of contracts. 

This chart concerns the gas mask contract in the amount of $11 
million, which represents three separate contracts that we received. 

The concerns in the center represent those we consider large busi 
ness and on the outside and edges they represent what we consider 

small business. 

In the statement we have given you is also an outline of the various 
companies we have included in these groups showing the kinds and 
types of parts that they are supplying in connection with these major 
contracts. 

Senator SparKkMAN. May I ask, in each instance, is that the first 
tier subcontractor? 

Mr. Tratner. These are the first-tier contracts, those people have 
contracts direct from Firestone. 

Senator SparKMAN. All of them ? 

Mr. Tratner. Yes, sir; and they in turn will have subcontractors 
under them. 

Senator SparkMAN. Have you at any time made any surveys to 
determine the extent to which the subcontracts go to the lower level ? 

Mr. Trarner. The average of a survey we recently conducted in 
dicates that each subcontractor who received a contract from us had 
at least two more subcontractors, at least two more subcontractors. 

That gives a pretty wide distribution of the parts involved in these 
big contracts. We make the man responsible for executing the cor 
tract, accumulating the parts and assembling them into the finished 
article for which we have the prime responsibility and it is our re- 
sponsibility to see these people produce the materials in time and of 
the right quality. 

In order to do that we supply technical help to them and follow 
them up to assist in their job so that we in turn can do our job. 

Senator SparkMAN. Let me ask you this; just from my own 
riosity. Let us take a contract such as for gas masks. Now, who are 
the prime contractors, Firestone ? 

Mi, . Trarner. Firestone Tire & Rubber Co. 

Senator SparKMaNn. And what part do you make, the body part of 
it, the rubber part ? 

Mr. Tratner. The gas mask, although it seems rather a simple at 
ticle, literally has hundreds of pieces. 

Senator SrpARKMAN. Yes, I know it has. 

Mr. Tratner. All of which must be assembled into the final article 
the main part of the gas mask is the face blank which we mold and 
fini 

Renaiee SparkMAN. I had reference to that when I said body part 

Mr. TratNer. That is what we mean by the face blank. If there 
can be any importance attached to the parts, the next important is the 
canister which we make and fill with the special chemicals and special! 
filters. 

Senator SparkMAN. You mean your company ? 
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Mr. Trarner. Firestone does that itself, yes, sir. That is done be- 
hind closed doors. That is a restricted operation. 

We also make the tube which is the other important part, going 
into the canister and we do the sewing and assembling of the parts in 
that article in these production lines. Perhaps we have 800 or 900 
people in those production lines and maybe they are 400 to 500 feet 
mm where they are assembled and finished and then we package it 

up and seal it up so that it will stay for an indefinite period of time. 

It is our general practice in all our work to do a lot of subcontract- 

ng. We generally do not make anything in our own plants that we 
can buy from the outside. That applies not only to war products but 
other things, too. 

Senator SpaRKMAN. Now, I notice you have an exhibit in your state- 
ment in which you give the various subcontractors on the tank track 
program, is that right? 

Mr. Trainer. It is on gas masks, too. It is in effect the details of 
vhat was on that chart [indicating], the added information being 
there what those various subcontractors are making. 

Senator SparkMAN. I see. And I assume that the one on the tank 
tracks is similar ? 

Mr. Trarner. Similar, sir. 

Senator SparKMAN. Here is a question I have asked of several of 
the others and I would like to get your comment on it. 

What suggestions or recommendations do you have to offer to small 
business that is looking for an opportunity to share in a program of 
this kind? 

May I say this, a lot of times after you get these things going it 
seems quite easy and yet the little business that is setting out some- 
where far removed oftentimes finds it quite difficult to get that first 

‘ontract or to get started. I wonder what suggestions you would offer. 

Mr. Traryer. We found that all of the district procurement officers, 
[ am speaking specifically for example of the Ordnance Department, 
they have their small-business bureaus. 

I think that anyone desiring a part of a defense contract should 
register with that bureau of the procurement district, whether it hap- 
pens to be Chemical Warfare or the Quartermaster or the Engineers, 
ind be alert, because these districts get out a statement of the apnaeaees 
hat they let as prime contracts and then they can go through, with 
hose district small-business managers, as to the potential of getting 
i contract under one of these prime contractors—but then there is no 

ibstitute for smal] business itself getting right out there to the prime 
ontractor and saying, “Now, what can I do in connection with this 

bh 2°? 

We encourage them to come to us and we encourage them to see what 

e have to offer. 


We take one of these items, whatever it might be, whether it is eas 

ks or tank tracks or 50-caliber twin guns for the Navy, and we 

eak it down into all of its component pieces and we display } the mon 

ill. one that would cover this room in some cases, and let them 

me in and see these parts and ask them, “What can you make that 
ld be of assistance to us?” 

In other words, the small contractors have got to knock on the door 
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Senator SparkMAN. In other words, you would agree with what 
others have said, that there is no substitute for salesmanship ? 

Mr. Trainer. No, none. 

Senator SparKMAN. They have go to sell, as in civilian life. 

Mr. Trarner. Yes. 

Senator SpARKMAN. I am going to have to apologize for leaving. |] 
have an appointment. Senator Moody will stay here. 

You have given us a very fine statement. I feel that Senator Moody 
will have some questions to ask. | reoret I have to leave at this time 
I do appreciate having heard you. 

Mr. Tratner. Thank you, Senator. 

Senator Moopy. | am awfully sorry, Mr. ‘Trainer, that I was not 
able to hear your testimony in full, but sometimes they expect Se 
ators to be in two or three places at the Sime time, which it Is diffie 
to do. 

Now, | judge from what Senator Sparkman was aving that sal 


} } ] / 


mins! pand atso energy were good things to have, is that not so / 

Mr. Trainer. These jobs do not come to vou. vou have got to ¢ 
after them, and we find almost withont exception we are able to 
two o} ly vraag peo] l¢ or more t q oreo every tenn. 

s or Moopy. Do vo d that work of vour subcontractors is : 
of uniformly high quality or do you have any trouble with t 
an lity? ; ; 

Mi | INE] Well { C PDI] ( ctor s re ponsibility to T¢ 
low po U! | t | bere tra 0} ce 
MOOT Te) () e] r ! CLit\ oO} to t\ your fi il finishes 
rt you WV l 1 & met] y 1) iy | One ! thie pri 
COT ) ( me ] » he \\ ~ ( T rie ibeo { iCcror 4 
h 

N \V Vi qao get some s { ors \V ( I OUCH eAPerpence 
find t he nt a } ( a not it ) ( . th { 
late 

By and large we have very successful association and result 
Olll subcontractors 


Senator Moopy. Do you have spe fic peo le assigned in vour co) 
pany to advise subcontractors ? 
Mr. Trainer. Yes, sir. 
enator SPARKMAN, And do you have people assigned to the sina 
busines end of this thine or how do you do that # 

Mr. Tratver. Well, ordinarily they come to us, but there are it 
; . 1] ] } 


: ; } > : 
Stunces where we w 1 vo out And Cl culate inquiries to people Who 


- 


on record with us. who we know can do that kind of 2 job. 

We seek them: but ordinarily they look for us. 

Senator Moopy. This q lestion may have b en asked by Senato 
Sparkman, but I would hke to know what percentage of your sul 
contrac ting work is done by small] business. 

Mr. Tratner. I think I said about 60 percent is being subcontract 
and I think that pretty close to 80 percent of that is getting into t] 
hands of small business and that is broken down because every o 
of these contracts which I have outlined here on the side of this char 
[indicating | representing subcontractors, then woes to other subcor 
tractors, so that it is well over 60 percent, I would say, for sn 
; 
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Senator Moopy. What you really have done, it occurs to me, is this, 
that this sort of operation extends your own plant. You, in a sense, 
do the management over the subcontractors in the fact that you re- 
quire them to meet certain stand rds: SO, IN a sense you have merely 


expanded your own organization and taken other organizations as 
subsidiary producers, for certain purposes; is that rrect ? 

Mr. Trainer. Yes. I mentioned, Senator, that it is Firestone’s 
practice 1h gener: al to subcontract not only defense products but other 


products that we finally sell or manufacture. If we can find some 
body with facilities a1 id space and manpower that can do a job, why, 
WW ordinarily try to work with them rather than create that floor 
space and that capital investment ourselves to accom 
result. 

Senator Moopy. I may say that I find myself amazed at the wide 
issortment of civilian produc ts that you fin d in your Firestone stores. 
esas is a big Ie irestone store al the corner on Th rteenth and IX 
streets, that seems to sel] almost everything, and it 1s sold under vour 
label. Now. l do hot know how oa ot those thn os that you sell 
are made by Firestone, but certainly there is a remarkable assortment. 

Mr. Trainer. Very few of them were made by ourselves but, there 
iwain, they are made to our specifications, subject to inspection and 
review to make sure that they are worthy of being sold in our stores. 

Senator Moopy. Thank you very much, Mr. Trainer. We appre- 
ciate your coming down. It was my loss that I could not hear more of 
your testimony. 

Mr. Tratner. Thank you, it was a pleasure to be here. 

Senator Moopy. The committee is adjourned. 

(Whereupon, at 12 noon, the committee was adjourned, subject to 
the call of the Chair.) 

(Charts submitted by Mr. Trainer are as follows:) 
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jar OFFICE EQUIPMENT CO. 
FALL RIVER, MASS. 
110 an ras 


i $1.2 oo 








FIRESTONE 

























MOHAWK MFG. CO. 
| WATERBURY, CONN. 
| 25 EMPLOYEES 
$17, 333.0 
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€.€.W6LLER 
PROVIDENCE, R.}. 






















SO EMPLOYEES 
$18,155.00 
MONARCH ALUMINUM CO.] [OAKVILLE CO. Div. SCOVILLE Mr6.CO) [UNITED CARR PASTENER CORP. LIBBY OWENS FORO GLASS CO. | 
A.C. SPORTSWEAR CO. CLEVELAND, OHIO WATERBURY, CONN. CAMBRIDGE MASS. TOLEDO, OnI0 
WORCESTER , MASS. 7 1,000 ee 900 EMPLOVEES \,S00 EMPLOYEES 3,000 empLovees 
00 EMPLOYEES i hy 3,240.00 $9,205.00 $222,266.00 +1,206,752. 00 
$$§,000.00 \ 












eee Lipo co. 


aeaven CONTINENTAL CAN CO. 
3,000 eurvovers 


COATTRAL STA Stars 6 paren OA6 CO. 
BOSTON, MASS. 


0.W. SIEBERT CO. 
































GARDINER , MASS. 3,000 EMPLOYEES \,000 surcovees 3,000 EMPLOYEES 
300 EMPLOYEES ¥ #12, 589.00 4341, 617.00 $26,811.00 $ 41,000.00 
i $28,000.00 i icine deisel eed 7 
ae INDUSTRIAL RUBBER GOODS CO. COLUMBIA MILLS UNITED ELASTIC CORP. MFG. CO 
ACUSHNET SAW MILLS reg ST. JOSEPH, MICH. SYRACUSE , N.Y. EASTHAMPTON, MASS. BOSTON, MASS. 
WEW BEDFORD, MASS. ~ 600 EMPLOYEES 1,200 EMPLOYEES |,800 EMPLOYEES 2,000 EMPLOYEES 
100 EMPLOYEES ™. + 354,020.00 $60,262.00 $121,456.00 + 437. 00 
#163,588.00 ~ 























~ \ , J 
NEW ENGLAND BOx CO. ™ \\ 4 ra, 
GREENFIELD, MASS. a JA / 
250 EMPLOYEES a. SN) 7 
| $20,600.00 AN —_— 


| WATERBURY BUCKLE CO. 


aaoemryorets PRIME CONTRACTOR |Z 


FIRESTONE 


#11,000,000,00 


PORTSMOUTH 
1SO EMPLOYEES | 
$270,467.00 


Cly-OEL MFG. CO. 
WATERBURY, CONN. 

6S EMPLOYEES 
$30, 581.00 


















~ MARTIN BROTHERS 












































MIDDLESBORO, KY. AMERICAN OPTICAL INDUSTRIAL TAPE CO. BIRD & SON ACME STEEL CO 
300 EMPLOYEES SOUTHBRIDGE MASS. NEW BRUNSWICK. N. J. WALPOLE , MASS. NEW YORK N.Y. 
#126,078.00 s 1,000 ae 750 EMPLOYEES 1,000 EMPLOYEES 
$12 * 3,887.00 $ S$, 698.00 
5.6. BOWDEN & SON now 
BOSTON, MASS. 4.0. CANFIELD CO. HINDE & DAUCH PAPER CO. H.ADOWD CO. (BAUER & BLAC 
200 EMPLOYEES BRIDGEPORT, CONN, WATERTOWN, MASS. BOSTON, MASS. 
$24,253.00 700 EMPLOYEES 650 EmPLovEES 1.000 EMPLOYEES 









$ 968.00 $6,117.00 

















L.E. aes co. 


BOSTON, MASS. TWE UNITED SALES CO.(MYSTiC TAPE CO) 
200 empcovees 





BOSTON, MASS. 
$63,670.00 ay / |,000 EMPLOVEES. 
Z at ae ie / $19,513.00 
STEWART DIE CASTING 5 ia 
BRIDGEPORT, CONN. 


375 EMPLOYEES 
$45,76 


UNION BAY STATE CHEMICAL CO, 
BOSTON, MASS. 
200 EMPLOYEES 
$6,320.00 





HODGMAN 
FRAMINGHAM, MASS. 

275 EMPLOYEES 

$716, 800.00 













NORTH & JUDO 
NEW BRITAIN, CONN. 

350 EMPLOYEES 

$37,796.00 





BUILDING MATERIALS, 
FALL RIVER, mass. 

25 EMPLOYEES 

$1,692.00 


inc. 


Ml - SMALL BUSINESS 
*COVERS CONTRACTS *3, “10, *12 


JAN. 1952 


. SUBCONTRACTING PROGRAM ON GAS MASKS 


DENNISON MFG. CO. 
MARLBORO, MASS. 


| 


Ci ox PRIME CONTRACT VALUE —**11,000,000.00 
/ SUBCONTRACTED TO SMALL BUSINESS —$2,800,599.00 (25.5%) 
As TOTAL SUBCONTRACTED —— *5,695 980.00 (51.8%) 







SPECIALTY INK CO. 
NEW YORK Ny 
100 EMPLOYEES 

137 O 
ae.00 
[WM.cROOK co. | 
WATERTOWN, MASS 

SO EMPLOYEES 

$19,659.00 





| TIVERTON, R.! 


i 
25 EMPLOYEES 
$46,440.00 } 





BLACHER BROTNERS, INC 
PROVIDENCE, R.! 
275 EMPLOYEES 


$ 89,979.00 









COLUMBIA NARROW FABRICS 
SHANNOCK Ri. 


- 
| 150 EMPLOYEES 
+52, 630.00 


J.W.WOOD KO. 
STOUGHTON, MASS 

300 oanevens 
$53,110.00 









[~~ ELASTIC FABRICS, INC 
WEST WARWICK R.1!. 

9O EMPLOYEES 

$46,332.00 


J&J CORRUGATED BOK CORP. 


FALL RIVER MASS. 


230 EMPLOYEES 
$32,773.00 













G.E.PRENTICE CO. 

KENSINGTON, CONN. 
275 EMPLOYEES 

$46,695.00 


R.L.GREENE PAPER CO. 
PROVIDENCE R.1. 

30 eercorees 
$8,898.00 





J-O.NEIL SUPPLY CO. 
FALL RIVER MASS. 

10 EMPLOYEES 

# 3,001.00 


LW. FERDINAND & CO. 
NEWTON UPPER FALLS. MASS. 
SO EMPLOYEES 

$ 539.40 


JONES DABNEY CO. 
NEWARK N. J. 
400 EMPLOYEES 
# 2,599.00 


CORRUGATED PAPER CORP. 
WESTBORO, MASS 
100 EMPLOVEES 
* 2,980.00 


POND LiLyY CO. 
WEW HAVEN, CONN, 
200 EMPLOYEES 
$34,000.00 









GREAT FALLS BLEACHERY 
SOMERSWORTH, N.H. 

300 EMPLOYEES 

$68,202.00 
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